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Publicity System 
Is Defended by 
Publie Utilities 


Counsel for Association of 

* Companies Declares Mate- 

rial Was Not Propaganda 
But Statement of Facts 


Letters of Teachers 
Barred From Record 


Trade Commissioner Rules 
Opinions Only Are Stated; 
Requests of Schools for 
Pamphlets Admitted 


Spokesmen for the joint committee 
of national utility associations and _ its 
allied organizations began presentation 
of their side of the. story of alleged 
propaganda in the public schools to fur- 
ther the interests of utility companies, 
at the reopening Jan. 8 of the hearings 
before the Federal Trade Commission. 

At the outset, Bernard F. Weadock, 
chief counsel for the respondents, in- 

. formed Commissioner Robert A. McCul- 

* loch, who presided, that it was his “sole 
purpose” to show that, first, there had 
been no propaganda employed except in 
isolated cases by “overzealous execu- 
‘ tives,” and, second, that the literature 
and materials supplied the schools, gen- 
erally speaking, had been requested by 
the schools or their principals. 


Origin of System Traced 


The utilities’ counsel traced the origin 
of the utility publicity system to a sug- 
gestion by Woodrow Wilson who, . as 
President, addressed a meeting of the 
American Electric Railway Association 
in 1915 and advised that the utilities 
suspicion by “turning their 
pockets inside out” by means of publicity. 

Mr. Wilson’s words, relative to the 
need for publicity in the development of 
the electric industry, were read into the 
record by Mr. Weadock, and this action 
was supplemented later by inclusion in 
the record of letters exchanged between 
Mr. Wilson and his then Secretary of the 
Treasury, William G.-McAdoo, concern- 
ing the need of better treatment for the 


ia* Jocalpublic utility organizations as a 


war time proposition. 

From this beginning, the utilities’ in- 
formation grew and every available 
channel for dissemination was employed 
where “honest explanation” of the serv- 
ice rendered and contemplated ' plans 
could provide a better understanding of 
the utility problems, Mr, ee said. 

Teachers’ Letters Presen 


Differences developed between Mr. 


* Weadock and Commissioner McCulloch 


* 


2 


iv 
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as to what constituted proof of the utili- 
ties’, purposes. 1 ¥ 
presentation of exhibits and discussion 
by the utilities’ ¢ounsel, he offered as 
evidence the letters of several hundred 
school teachers, school principals, and 
school superintendents, expressing their 
views as to the value of the service ren- 
dered by the utilities’ information 
service, 

Commissioner McCulloch allowed ad- 
mission of summaries of letters showing 
that the literature was requested from 
hundreds of schools; that evidence he re- 


ers’ opinions he believed were controver- 
sial. They finally were rejected. Upon 
this ruling, Mr. Weadock said: 


STATEMENTS ONLY 
ARE PRESENTED HEREIN, BEING 
PUBLISHED WITHOUT COMMENT 
BY THE UNITED STATES DAILY 








After four hours of | 





| the governor said, 


“T fail to see how any person or agency | 


can set itself up as judge of the value of 
this material,.or the purposes which it 
ean serve in the public schools, better 
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Federal Tax Method 


Endorsed in House 


Mr. Treadway Upholds Method 
Of Making Refunds 


A defense of the Federal taxing sys- 
tem, and particularly of the method of 
making tax refunds, was made on the 
floor of the House Jan. 8 by Representa- 
tive Treadway (Rep.), of Stockbridge, 
Mass., a member of the House Ways and 
Means Committee. 

Mr. Treadway said that “on the whole, 
I believe our Federal system of internal 
revenue taxation may be considered in a 
very satisfactory condition.” He cited 
as reasons: 

(1) Because rates of taxation have 
been materially reduced, 

(2) Because the administration charged 
with the collection of taxes is on a busi- 
Bess basis. 


(3). Because Congress has satisfactory | 


machinery to watch and examine the 
operation and effect of the tax system. 

(4) Because the tax laws are becoming 
more definite through court decisions. 

Mr. Treadway said it was proper that 
corporation income taxes should be re- 
duced in greater proportion than individ- 
ual taxes’ because corporations pay a 
larger proportion of the total income tax 
than do individuals and because indi- 
viduals benefit by reduction of corpora- 
tion taxes through larger dividends. 

Pointing out that tax refunds in 1929 
were larger than those during the pre- 
vious three years, Mr. Treadway said 
there were three principal reasons for 
the large, refunds: 

1. The drive of the Bureau of Internal 
Revenue to bring its work up to date, 
which has resulted in more tax settle- 
ments in 1929 than usual, 

2. A decision of the Supreme Court of 
the United States which “materially af- 
fects” the provisions under which life in- 
surance companies are taxed. 

3. Settlement of taxes of “our largest 
taxpayer,” the United Statgs Steel Cor- 


poration, for 1917. This retund, he said, | 


amounted to $15,756,000, plus more than 
$10,000,000 interest, 


| 
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Merger Project Said to Imperil \Plan to Modify 


WASHINGTON, THURSDAY, JANUARY 9, 1930 


Development of Radio Industry| Packers’ Consent | 


+ 


Head of Federal Radio Corp. 
Favors Communications 
Commission 


Declaring that control of radio com- 
munications by a cable company, as pro- 
posed- under the Radio Corporation of 
America-International Telephone & Tele- 
graph Co. merger, “would stifle radio 
development, be a barrier to further re- 
duction in rates and cripple our com- 
munications in time of war,” Elery W. 
Stone, president of the Kolster Radio 
Corporation and Federal Telegraph Co. 
opposed governmental sanction of the 
fusion Jan. 8, before the Senate Commit- 
tee on Interstate Commerce. 

Mr. Stone endorsed the Couzens bill 
(S. 6), pending before the Committee, 
saying he favored “immediate establish- 
ment of a communications commission 
along the general lines and -with the 
general powers outlined in the pending 
bill.” Elimination of provisions of law 
which prevent the joint operation of 
wires and wireless, urged by representa- 
tives of the Radio Corporation of Amer- 
ica and International Telephone & Tele- 
graph Co., would be detrimental to the 
country, he asserted. 

The proposed sale of the eommunica- 
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Observance of Laws 
Urged in Virginia as 
Convictions Increase 


Governor in Message to As- 
sembly Asks Repeal of Un- 
wise Acts Rather Than 
Added Legislation 


State of Virginia: 

Richmond, Jan. 8. 
One good way to improve the living 
conditions of the farmers and rural 
dwellers and to reduce the cost of op- 
eration of the farms is to provide rural 
electrification at reasonable cost, Goy- 
ernor Harry Flood Byrd. Wecdlared in an 
address ‘to the general assembl¥ Shr. 8; 
The adoption of this plan in Virginia 
has set up a definite and uniform ‘basis 
upon which electric service may be given 
to prospective consumers who can not be 
served adequately or economically from 
the lines of a company’s existing dis- 
tribution system, he said. The governor 

said the Virginia plan is as follows: 
(1) The electric company finances, 
owns aiid maintains all line extensions 
for general use along public highways 
or the utility’s rights of way;.(2) service 
is furnished to the consumers at the 
same rates per kilowatt-hour effective 
in the city or town from which the ex- 
tension is made; (3) the consumer guar- 
antees to use, under such rates, an 
amount of electricity to give a minimum 
montkly revenue to the utility company 
determined by a certain percentage of 
the tctal construction cost of the entire 
extensio;; for general use; (4) the con- 
sumer i:.stalls and pays for all facilities 
on private property for his exclusive use, 
except the meter equipment, transformer 


garded as factual, but the school teach- Ceo ean the first 100 feet of 


“Under many of the former plans,” 
“the farmer, had# to 
pay either all or most of the cost of the 
lines extended to serve him and at the 
same time wire his home or buildings, 
buy his lighting fixtures and other ap- 
pliances. This required, in many cases, 
a considerable investment on the part 
of the farmer or other customers; an 
investment often prohibitive. Under the 
plan now in effect the farmers or others 
are rot required to furnish the money 
for building the lines on the public high- 
ways for general use and rural service 
ean be obtained at exactly the same 
rates per kilowatt-hour as in the citiés.” 
Roads Aid Farmers 

“In read development,” Governor Byrd 
said, “Virginia has made a great for- 
ward movement in the last four years 
under the pay-as-you-go plan without 
mortgaging the future. On Jan. 1, 1926, 
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Unusual Warmth 


Shown for Week 


T= 


Condition of Wheat Crop 
Is Satisfactory 
v 


WEATHER for both the past 
week and past month, with 
few exceptions, was warmer than 
usual for the season, over most of 
the country, it was announced 
Jan. & by the Weather Bureau. 
(The report is published in full text 
on page 9.) . 

Although the main Winter Wheat 
Belt remains bare of snow, with un- 
favorable freezing and thawing re- 
ported from such regions as the 
Ohio Valley, condition of the crop 
is stil] satisfactory for the country 
as a whole, 

There was much replanting of 
truck which had been destroyed by 
frosts in the South the previous 
week, but condition of crops sur- 
viving the freeze is poor in many 
parts. 





Air Rate to Paris 


From London Cut 
vv 
Fare Is Less Than Train- 
boat Charge 
v 


HE air company operatit.g the 
London-Paris and Paris-London 
service has lowered the fare on the 
8 a. m. air liner to Paris from 
£4 15s (approximately $23) to 
£3 10s (approximately $17), accord- 
ing to a report received in the De- 
partment of Commerce from Trade 
Commissioner W. L. Finger, Paris. 
The fare includes motor-ear jour- 
neys from the centers of the cities 
to the airports at either end. The 
new fare is less than that on a 
first class boat and train between 
London and Paris on the Dover- 
Calais route. On the air liners fly- 
ing between London and Switzer- 
land the fare is now £7 (approxi- 
mately $34), instead of £7 10s 
(approximately $36.50). 
(Issued by Department of Com- 
merce.) 


Decrease in Volume 


Of Trade Reported in 
Sixth Federal District 


Movement of Wheat Shows 
Large Gain But Total Ex- 


ports of Grain Are Less 
Than Last Year 


Atlanta, Ga., Jan. 8.—Wholesale and 
retail sales in the Sixth Federal Re- 
serve District declined by more than the 
usual seasonal amount compared with 
the month before, and were in smaller 
volume than in November, 1928, accord- 
ing to the monthly review of the Federal 

eserve Bank of Atlanta for the current 
‘month, ' 

Department store sales in the district, 
for the past nine years each year have 
decreased from October to November, Fn 
average decline being 7 per cent. e 
decrease this year was only a little 
larger than the average for the period. 
The decrease in wholesale trade, how- 
ever, was almost half again as large 
as the nine-year average, the reView 
states. 

Total exports of grain from New 
Orleans during November continued less 
than a year ago, but there was a large 
increase in the movement of wheat. Re- 
ceipts of both terpentine and resin at 
the three principal naval stores markets 
of the district increased in November 
compared with both the preceding month 
and the corresponding month a year ago. 
The sixth district summary follows in 
full text: 


The final estimate by the United States 
Department of Agriculture places the 
cotton crop produced in the six States 
of the Sixth Federal Reserve District 
during the 1929 session at 5,949,000‘bales, 
larger by 25 per cent than the crop pro- 
duced in these States during the previous 
season. The price of cotton during re- 
cent weeks has been 2 to 2% cents per 
pound less than that prevailing a year 
ago. 

Debits Decline 

In view of the larger crop, however, 
it seems probable that the income of 
farmers from the cotton crop in these 
States will be greater than for the 1928 
season, Most of the other crops raised 
in these States except white potatoes and 
fruits, were greater than those produced 
last year. 

Sales of merchandise at both wholesale 
and retail during November, reflected in 
figures reported confidentially to the 
Federal Reserve Bank, declined by more 
than the usual seasonal amount compared 
with the month before, and were in 
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‘Opposition to Road Bond Issue 
Said to Cost State 3,000;000 | 


Cement Prices Rise as Legal 
Delays Continue in South 
Carolina 


State of South Carolina: 
Columbia, Jan. 8. 

Opposition to the $65,000,000 road bond 
issue in South Carolina has cost the Stave 
$3,000,000, according to C, E. Jones, 
chairman of the State highway commis- 
sion, who gave out a statement recently 
in which he briefly set:forth the history 
of the bond bill and the opposition it has 
encountered. 

In recent months the 
has advanced from $1 to $1.50 per barrel, 
he said. The adyance in price of cement 
means an increase of $3,000,000 to com- 
plete the State’s road construction pro- 
gram, he said. 

Chairman Jones gave an outline of the 
proceedings against the bond issue in a 
prepared statement, the full text of which 
follows: 

The 1929 act to provide for the early 
construction and the maintenance of the 
State highway system, for the payment 
of the entire cost from gasoline taxes 
and motor vehicle license fees was ap- 


rice of cement 
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| 


Decree Opposed 


Retention of Restrictions Is, 
Urged by Senator Black | 
To Prevent Monopoly in 
Food Supply 


‘Possibility of Price | 
Control Is Foreseen 


| Desire for Efficiency in Distri- | 
bution Is Said to Have In-| 
creased Unemployed and | 
Created ‘Caste System’ 


Retention of the packers’ consent decree 
jas a barrier between the “giant packers” 
|and “monopolistic control of the food 


| supply of the Nation,” was urged in the | 
Senate Jan. 8 by Senator Black (Dem), | 
Alabama. The Attorney General, Wil- | 
liam D. Mitchell, has been requested to | 
consent to an annullment, Mr. Black | 
said. | 
“My information,” said Senator Ken- | 
drick (Dem.), Wyoming, “is that the | 
Attorney General has definitely decided | 
not to take action, that he has declined | 
to take any action whatever on the 
grounds the matter is for the courts of | 
law.” 
Petitions Submitted 

Mr. Kendrick also said that nearly | 
every farm and livestock association in 
the country has petitioned the Attorney | 
General t« modify the decree, insisting | 
that livestock commodities should be | 
allowed to move from the producer to | 
the consumer as freely as possible. 


“It is my opinion that these four or 
five large concerns involved in the decree 
are handling a smaller proportion of 
the meat products today than they have 
been for the last 40 ‘years, said Mr. Ken- 


drick. | 


“The chain store growth just described 
is exactly the opposite of what is taking 
place in the livestock industry; largely, 
we believé, because of the packers’ con- 
sent decree.” + 

Sen 


Sainte ox “Hes 
agreed with Senator Black’s re- | 
as to chain stores. 


Packers Ask Change 


Modification of the packers’ consent 
decree, entered in 1920, and later upheld 
by the Supreme Court of the United 
States, has been asked by two of the 
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Earnings of Utilities _ 
Attain New Record | 


Returns in Eleven Months of | 


1929 Highest in Last Four 


Years 


Gross and net earnings of public utifli- | 
ties showed substantial gains in Novem-.| 
ber and brought \the total for the 11) 
months of 1929 to the highest point 
reached in the past four years, according 
to an oral statement by the assistant 
chief of the finance division, Dr. Ray 
Hall, Department of Commerce, Jan. 8. 
This figure in November was higher than 
for the month preceding or for the same | 
month of last year, in spite of the recent 
stock market depression which occurred 
about that time, he said. 

Public utilities will continue to expand, 
in Dr. Hall’s opinion, because the popula- 
tion is increasing and with this increase 
comes the increasing demand. for the | 
service of the public utilities. The net | 
earnings for the month of November | 
equalled the high record for any month 
within the last four years, while the net 
earnings for the 11 months were higher | 
than the total figures for any of the| 
three preceding years, it was pointed out. | 

These figures are based on reports of 
95 compames or systems operating gas, 
electric light, heat, power, traction and 
water services and comprising virtually 
all the outstanding organizations in this 
country, with the exception of the tele- 
phone and telegraph companies, it was 
pointed out. The gross earnings consist 
in general of gross operating revenues, 
while net earnings, in general, represent 
the gross, less operating expenses A 
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Plan to Consolidate _ 


Railroads Is Favored 
South Carolina Official Says 
Mergers Are Necessary 


State of South Carolina: 

Columbia, Jan, 8. 
The railroad consolidation plan pro- 
posed by the Interstate Commerce Com- 
mission is favored by the chairman of 
the State railroad commission, Sam C. 

Blease, according to an oral statement. 
“Whilé I have not had time to study in 
detail the proposal of the Interstate Com- 
merce Commission to consolidate the 
railroads,” Mr. Blease said, “from what 
I have learned of it I fell.that it is a) 
good idea, Something is necessary from | 
| an economic standpoint.” 
| Governor John C, Richards, who was 4 | 
| member of the railroad commission prior | 
to his election as governor, said that he | 
had not yet familiarized himself with the | 
plan sufficiently to make a statement con- 

cerning it, 


| of Boston, Mass., who appeared on be- 


| representing the board of trade of New 


| regulations as to licensing of drivers, 
|} and carry insurance. 


os il 
Presenting the Official News of the Legislative, Executive and Judicial Branches of the 
Federal Government and of Each of the Governments of the Forty-Eight’ States 


MEMBERS OF THE LEGISLATIVE BRANCHES ARE ACCORDED IN THESE COLUMNS THE RIGHT OF DisseEN? FroM ANY ACTION OF THE EXECUTIVE ESTABLISHMENTS WHETHER LEGISLATIVE Bopies ARE IN SESSION OR ADJOURNED 


the 


National Advertising Expense 
Recorded Gain for 


Control of Holding 


Companies Urged 
vyv 


Wider Utility Regulation 
Sought in New York 


v 


State of New York: 

Albany, Jan. 8. 
XTENSION of the jurisdiction 
of the public service commis- 
sion to embrace holding companies 
is proposed in a bill submitted to 
the legislature by the New York 
State conference of mayors Jan. 7. 
Other bills submitted by the con- 
ference would create a rate-making 
bureau by the commission, extend 
the commission’s powers to permit 
the changing of bus routes on pe- 
tition of municipalities, and allow 
the commission to change utility 
rates only after a hearing to which 
the municipalities affected have 

been invited. 


Plan of Bus Control 
Termed Harmful to 
Future Development 


Opponents of Bill to Regu- 
late Road Traffic Appear 
At Opening Hearing Be- 
fore House Committee 


Opponents of the proposal for regula- 
tion of interstate bus and truck traffic 
by the Federal Government, embodied in 


a bill (H. R. 7954) introduced: by Rep- 
resentative Parker (Rep.), of Salem, N. 
Y., chairman of the House Committee 
on Interstate and Foreign Commerce, 
were heard by that Committee Jan. 8 at 
the first of a series of hearings, 


Proponents of .the measure will be 
heard at sessions commencing at 10 a. 
m. Jan. 9, Cleirnan Parkge sid: “i 
“<Oitty” two oppofetits appeared Jan. 
and no others signified their intention of 
appearing. 

The witnesses Jan. 8 were Day Baker, 


half of three independent lines operating 
in New England, and George W. Pride, 


York, 


After the session Jan. 8 Chairman 
Parker said the Committee would at- 
tempt to wind up hearings the following 
day. He asked proponents present to 
be represented by spokesmen. 

Adverse Effect Feared 

Day Baker, of Boston, the first wit- 
ness, representing a number of smaller 
bus lines, said he did ngt believe the 
time for bus regulation in New England 
had arrived. Regulation, he thought, 
would retard development and curtail 
competition. 

No legislation is needed to protect the 
bus, and passage of the bill would react 
against bus manufacturers, he claimed. 

Questioned by Representative Burtness 
(Rep.), of Grand Forks, N. Dak., Mr. 
Baker said the Massachusetts compul- 
sory insurance law would cover inter- 
state buses as well as interstate vehicles. 
This is done, he said, by riders in the 
policies which cover the vehicles outside 
the State. 

Mr. Baker testified that interstate | 
buses now operating in Massachusetts 
must pay State taxes, comply with State 


He said the only 
way the bill would effect that State would 
be by “stifling competition,” and “scar- 
ing off’ .pioneer bus operators. 
Representative Garber (Rep.), of Enid, 
Okla., asked the witness if he approved 
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Entered as Second Class Matter at 


Post Office, Washington, D. C. 


Last Year 


Amount Spent for Broad- 
casts Nearly Doubled, Cen- 
sus Bureau Finds 


National advertising in general maga- 
zines, farm magazines and through radio 
broadcasting surpassed the mark of 1928 
during the year just ended, according to 
information compiled by nongovernmen- 
tal agencies and made public by the 
Bureau of the Census, Department of 
Commerce, Jan. 8. Figures in radio 
advertising are available for the first 
11 months of the year only while maga- 
zine advertising includes the entire year, 
it was stated. 

Drugs and toilet goods were the most 
extensively nationally advertised com- 
modities in the general magazines, fol- 
lowed closely by foodstuffs and the auto- 
motive industry, though the latter was 
the leader among the advertisers in the 
farm magazines, it was stated. The 
radio industry and phonograph com- 
panies were the chief contributors to 
the cost of radio advertising which is 


[Continued on Page 14, Column 5.] 
Company Explains 
Reason for Opposing 


High Duty on Sugar 





Expansion of Industry in Pa- 
cific Islands at Expense 
Of Cuba Oppesed by New 
York Brokers 


H. H. Pike Jr. of the H, H. Pike Com- 
pany, sugar brokers, New York, testified 
Jan. 8 before the Senate Judiciary sub- 
committee investigating lobbying that 
his company had opposed an increase in 
the sugar tariff not because such an 
increase would cause the sugar industry 
im this country to expand but because 
it would cause expansion in Hawaii and 
the ilippine Islands at the expense 
of 


ry. Pike testified that- more than 

068. had- been paid out to*date by. 
his. company to the American Bottlers 
of Carbonated Beverages and the W. 
H. Baldwin publicity organization for 
publicity opposing an increase in the 
sugar tariff. 

Correspondence of the witness in 
which appeared mention of President 
Hoover and members of the Senate Fi- 
nance Committee was investigated by 
the subcommittee. 


R. L. Purdon, sugar expert of the De- 
partment of Commerce, will be ques- 
tioned by the subcommittee Jan. 9, 
Chairman Caraway (Dem:), of Arkan- 
sas, announced orally at the close of the 
hearing. 

As sugar brokers, his firm is agent 
for the Hershey Corporation and the 
Coca-Cola Company, Mr. Pike testified. 
He ‘explained his firm had furnished 
funds to the American Bottlers of Car- 
bonated Beverages and to W. H. Bald- 
win, publicity agent in activity against 
an increased duty on sugar. About 
$20,000 had been supplied to his firm by 
the Hershey Corporation and about 
$15,000 had been promised by the Coca-| 
Cola Company, he stated. 

“What is the difference to you how 
high the tariff is?” asked Senator Walsh 
(Dem.), of Montana. Mr. Pike said if 
the tariff wall was raised too high, 
Cuban producers would suffer and, in 
consequence, his company which is inter- 
ested largely in Cuban business also 
would be damaged. 


Unafraid of Expansion 
“You are afraid of expansion in the 
United States?” questioned the Senator. 
The witness said he was not afraid of ex- 
pansion of sugar production in this coun- 
try, but rather in the island possessions, 
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Consumption of Rubber in 1929. 


Exceeded Total 


+ 


United States. Found to Ab-| 
sorb About 60 Per Cent 
_Of World Output 


| 
Rubber industries of the United States | 


used more of both crude and reclaimed 
rubber in 1929 than in any previous | 
year, and accounted for about 60 per! 
cent of the world’s crude rubber con- | 
sumption, it was stated orally Jan. 8 in| 
the rubber division of the Department | 
of Commerce. 

The production greatly exceeded ex-| 
pectations, it was stated, and the year 
proved disappointing to interests which 
had expected consumption to approxi- 
mate the output. Anticipated high prices 
failed to materialize. i 

As the year ended, Dutch growers pro- 
posed controlling the rubber producing 
industry through a modified form of re- 
triction while the British proposed coor- 
dinated selling, but neither plan met with 
general enthusiasm, and the rubber mar- 
ket was quiet as 1930 opened with prices 
at levels believed by many to be near 
the cost of production, according to cable 
reports received by the division. 

The bulk of the rubber used in 1929 
by the United States came from British 
Malaya which produced more than half 
of the estimated 1929 world output of 
858,000 long tons. A considerable por- 
tion of the domestic consumption was 
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of Previous Year 


Prison Reforms 
Sought in Texas 


voy 
Idle Convicts 
by Governor 


v 


State of Texas: 

Austin, Jan. 8. 
[THE State legislature which will 
convene Jan. 20 will be asked 
by Governor Dan Moody to au- 
thorize the building of an indus- 
trial prison and if it fails to do so 
the governor will issue an order 
requiring nearly 1,000 idle con- 
victs to be put to work on the con- 
struction of 75 to 100 miles of 
highway, according to an an- 
nouncement by the governor Jan. 8. 
Governor Moody said that the 
losses of the prison system last 
year, above the entire earnings of 
the system, amounted to $1,250,- 

000, or $1 per convict per day. 
The governer also announced 
that he will submit to the session 
all general subjects that may re- 
quire legislation and will not re- 


Work for 
Favore 


66 [F 
ance blinded by ignorance, the fall 
of the Republic will be certaim and 
remediless.” 


| 000 to be spent on the State road system, 





strict the session to prison reloca- 
tion and limitation of the fees of 
county officers as originally con- 
templated. 


the future generation of gov- 
ernment comes to its inherit- 


—James A. Garfield, 


President of the United States, 


1881 
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Bills to Amend 


Federal Reserve 


Act Advocated 


House Committee Tenta- 
tively Approves Plan to 


Permit Waiver of Notice. _ 


On Withdrawal of Bank~ 


Action Is Postponed 
On Stock Cancellation 


Measure Dealing With Shares 
Of Members Ceasing to 
Function Returned to Board 
For Redrafting 


Legislation designed by the Federal 
Reserve Board to permit waiver of no- 


tice by State member banks of with- 
drawal from the Federal reserve system 
(H. R. 2027) and to permit cancellation 
of Federal reserve bank stock held by 
member banks ceasing ‘to function (H. 
R. 6604), was advocated without final 
action, by representatives of the Board 
before the House Committee on Bank- 
ing and Currency Jan. 8. 

The witnesses were Edmund Platt, vice 
governor of the Federal Reserve Board, 
and Walter Wyatt, the Board’s genei-! 
counsel. The two bills are com 
measures of Senate 684 and Senate 2666, 
respectively, which have been reported 
favorably to the Senate by the Senate 
Committee on, Banking and Currency. 
The House Comimttee, after the hearing, 
sent H. R. 6604 and H. R. 2207 back to 
the Federal Reserve Board for redraft- 
ing in consultation with the Comptroller 
of the Currency. 

Reach Tentative Agreement 


The Committee tentatively agreed on 
H. R. 2027, with the addition of the words 
“subject to such conditions as the Fed- 
eral Reserve Board may prescribe” at the 
end o fthe bill, and including in its text 
a citation of “U. S. Code, title 12, sec 
tion 328,” as the law to be amended. 

Vice Governor Platt told the Com; 
mittee the two House measures well 
might be combined. He said,'simila 
measures have been reported’ 
by..the Sendte.Com . Hy 
d, is only a permissive 


he sai p 

H. R. 2207 would amend section 9, 
the amended Federal reserve act, by 
inserting the following proviso: 

_ “That the Federal Reserve Board, in 
its discretion, may waive such six 
months notice in individual cases and 
may permit any such State bank or trust 
company to withdraw from membership 
in a Federal reserve bank prior to the 
expiration of six months from the date 
of the written notice of its intention 
to withdraw.” 

Mr. Platt said he would be willing to 
see the whole Federal reserve system 
made a voluntary one. He did not know 
that the other members of the Board 
would agree with that, he said. Replying 
to questions of the Committee, he said a. 
bank’s desire to withdraw from the Fed- 
eral reserve system usually is because of 
poor condition—that is, it may not be 
keeping up its reserve, or it may be hav- 
ing difficulty in collecting its paper, and 
so on. 

Favors Discretionary Power 

He said that small member banks do 
not understand why they cannot get out 
of tke Federal reserve system. when 
they want to withdraw. The Board, he 
said, would be loathe to expel any banks 
because, if they are in shaky condition, 
expulsion might result in closing the 
banks unnecessarily. He said «that 
clear'y the Board should be given dis- 
cretiona:y power as to waiving the no-~ , 
tice requirement of the present law. 

The purpose of the bill is to authorize 
such discretion so the Board may, in its 
discretion, waive notice of intention b 
State banks and trust companies whic 
are raembers of the Federal reserve sys- 
tem to withdraw from membership in 
individual cases. Under the present law, 
they must file written notice of such in- 
tenticn and, before withdrawal is ef- 
fected, must wait a period of six months. 

The withdrawal is by surrendering and 
canceling all of that bank’s holdings of 
capital stock in the Federal reserve bank. 
Meantime, he pointed out, such an un- 


[Continued on Page 14, Column 2.] 


Missouri to Spend 


$67,415,750 in 1930 — 
| State Program of Public Works 


Is Submitted to President 


State of Missouri: 

Jefferson City, Jan. 8. 
_ More than $67,415,750 will be expended 
in 1930 in public construction work in 
Missouri, it has just been announced 
Governor Henry S. Caulfield. Gov- 
ernor Caulfield has notified the Secre- 
tary of Commerce, R. P. Lamont. »f the 
State program, in accordance with the 
request of President Hoover. 


The Missouri figures are based upon ~ 


reports from 269 cities, towns and vil- 
lages and 71 counties, the governor said, 
The $67,415,750 is composed of $30,000,~. 
$12,362,000 for public ae through- 
out the State, $19,159,160 for county 
roads, city streets and bridges, and $5,- 
894,000 for municipally owned utilities. 

The figure does not include construe+ 
tion by privately-owned utilities, such as 
the $30.000,000 hydroelectric power pe i 
ect on the Osage River, peas haga , by 
the Union Eleetrie & Power Co., 
of St. Louis, ee 

St. Louis has a publi 
gram of $13,750,000 for Oe 
which $11,750,000 will be fo 
beithias and $2,000,000 for schools; 
said, 3 


3 


i 
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er Explains 


Opposition 


ms 


TPAN: 


E. on of Industry in Pa- 

cific Islands at Expense 
Of Cuba Opposed by New 
York Company 


Re. [Continued from Page 1.1 , 

' Hawaii and the Philippines. The tariff 

' bill as it passed the House would cost the 

_ American people between $350,000,000 

and $75,000,000 more per year, he said, 
explaining that he did not see why the 
people of this country should be taxed 
to increase the production of the island 
possessions. 

The Philippines he described as having 
the greatest possibility of expansion, 
stating that the production there could 
be e ded to take care of almost the 
total demand of this country. 

Mention of President Hoover was made 
in a letter, dated Feb. 1, 1929, from Mr. 
Pike to P. A. Staples, of Central Hershey 
Company of Cuba, according to a copy 
presented at the hearing. 

“Mr. D’Arcy has a personal method of 
approach to Hoover and is going to see 
that Hoover gets full but concise data on 
the sugar subject,” the letter said. It 
stated that W. C. D’Arcy was advertising 
“representative for. the Coca-Cola Com- 


pany. 

Senator Robinson (Rep.), of Indiana, 
questioned the witness as to the right “to 
bandy about the name of the President” 
in such connection. 


*“Joker” Already in Bill 

In another letter, to which Mr. Pike 
testified, he wrote to M. S. Hershey, 
“Hershey, Pa., under date of June 20, 
1929, that: 7 

“Tt is our feeling that the refined dif- 
ferential item, which has not yet been 
referred to so far as I know by anybody 
except in the briefs that were submitted 
and have never been referred to publicly, 
should be sprung as a tariff joker by 
some one not financially interested in the 
importation of foreign refined. Mr. Lewis 
has been selected for this important 
service because of his complete famil- 
ijarity with all phases of the sugar tariff 
situation which he developed as a mem- 


& 


ber of the original United States Tariff 


ee 
n reply 
Walsh, Me 7 
ferred to was one already in the bill to} 
which he was opposed and not one that 
he ho to have inserted in the bill. 
Following inquiry by Senator Robinson | 
as to money being furnished by the 
Hershey Corporation and the Coca-Cola | 
Company to support the publicity cam- 
paign of the American Bottlers of Car- 
fRomnted Beverages and the public not 
being informed of that fact, Senator Car- | 
away inquired if the purpose had not been | 
to keep the information as to the source | 
of funds in the background in order to 
give the public the impression that the 
material had come from disinterested 
sources? 
< “You were tryitig to hide*the partici- 
pation of these concerns behind the skirts 
wf the consumers ?” asked Senator Robin- 
son. Mr. Pike denied that such was the 
vase. He said that otherwise it would 
have appeared that the companies were 
trying to secure advertising. 


Referred to Senators 

A memorandum written by Mr. Pike, 
to which he testified, made reference to 
Senators on the Finance Committee. It 
said in part: ¥ 

“Capper (Rep.), of Kansas: v. Sugar 
Tariff. Has one mill in his State, but 
doesn’t see why farmers should be taxed 
on sugar. , 


to questions by Senator | 


“Senator Reed (Rep.), of Pennsylvania: 


Is thinking in terms of pig iron. Hasn’t 
thought about sugar. Very likely go 
along according to interests of his State. 
Would undoubtedly trade to Pennsylvania 
interest. 

_ “Shortridge (Rep.), of California: Not 
influential. Likely speak for California 
interests. Whatever they’ll want, he’ll 
want. C. & H. will certainly tell Short- 
ridge what to do. 

“Senator Edge (Rep.), of New Jersey: 
Will have to be shown good and sufficient 
reasons why there should be any interest 
or change in the sugar tariff before he’ll 
vote for it. Likely to lead fight in the 
Finance Committee against proposing in- 
crease. (May be representing N. X. 
financial interests.) 

“Senator Couzens (Rep.), of Michigan: 
Interested in Mexican labor situation 
and in agitation by D. U. Free Press, 
which regarded as his mouthpiece, over 
peepee of turning convict labor into 

st beet fields in Michigan. Believe as 
Free Press thinks, he thinks. Unknown 
quantity. 


Mr. Keyes Called Conservative 

“Senator Keyes (Rep.), of New Hamp- 
shire: ‘Iasn’t gone into subject. Sick 
of whole tariff situation. Made up mind 
not to commit himself or study anything. 
Opposed to special session. Old Guard 
conservative. Would listen to Moses. 
Would not object to throwing over en- 
tire tariff bill. 


“Senator Watson (Rep.), of Indiana: | 


Administration spokesman. 

“Senator Greene (Rep.), of Vermont, 
advises us confidentially that he would 
like to see the sugar schedule stay as it 
is in the present law. However, officially, 
his attitude is that of waiting to hear 
both sides. He hears nothing from Ver- 
mont about sugar as yet. 

“Senator Deneen (Rep.), of INinois: Is 
a EEEEEEIEoEIeeEeeeeeeee 


Naval Delegation Ready 
For Journey to London 


Final details relative to the departure 
of the American delegation to the naval 
reduction conference in London were 
seeped Jan. 8, it was stated orally at 
the Department of State, 

According to plans announced by the 
Department, delegates will leave. Wash- 
ington, D. _C., at 9 a. m., Jan. 9, on a 
special train, arriving at Jersey City, N. 
‘ig +, at 1:30 p.m. The steamship “George 

| Washington” is scheduled to sail with the 

_ delegates at 2 p. m. that day. From the 

nge Place station in Jersey City to 

: steamship, delegates and correspond- 
» ents will be transferred by automobile 
and motor bus, it was stated. Hand bag- 
eave will be transferred by special mo- 


' he head porters of the Ritz-Carlton 
and Mayfair hotels, London, will meet 
_ the Beveqetse at the train at Paddington 
Station, London, and will take charge of 


all baggage. 


Arrangements for transportation of | 


, of correspondents at London 
worked out aboard ship, 


Pike said the “joker” re- | 


| pacity, he said, is largely determined 


x~ 
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The Congress of the 
United States , 


Proceedings of January 8, 1930 
_The Senate 


E SENATE met at noon, Jan. 8. 
Several bills were introduced. 
Senator Walsh (Dem.), of Iassa- 
chusett:, asked unanimous consent 
that Miss Ruth Peterson, of the Tariff 
Commission, expert on silk and rayon 
tariff, be admitted to the floor. Vice 
President Curtis, in’ the chair, ruled 
that no action was necessary. Miss 
Petersen was admitted. 
| As soon as the decision was handed 
| down, Miss Evelina K. Southworth, 
textile expert, of New Orleans, La., 
was alsc admitted. Both experts oc- 
cupied benches in’ the rear of the 
chamber. 
Senator Walsh then opened debate 
on the tariff, discussing duties on 
rayon (detailed discussion on page 3). 


Senator Black (Dem.), of Alabama, 
spoke in regard to the packers’ con- 
sent decree. (Detailed discussion on 


1.) 

Bisenssiod of the rayon schedule of 
the tariff bill was reopened. (Detailed 
discussion on page 3.) 

Senaior Phipps (Rep.), of Colorado, 
chairman of t Committe on Post 
Offices and Post Roads, submitted va- 
rious nominations of postmasters 
passed on by the Committee. 

The Senate passed a resolution (S. 
J. Res. 115), authorizing the appoint- 
ment of an ambassador to Poland. _ 

Nominations of various postmasters 
were confirmed in open executive ses- 
sion 

At 4:41 p. m., the Senate recessed 
to 12 m,, Jan. 9 


The House of Representatives 


HE HOUSE was called to order by # worker 


Representative Snell (Rep.), of 

Potsdam, N. Y., chairman of the 
Committee on Rules, in the absence of 
the Speaker, Representative Longworth 
| (Rep.), of Cincinnati, Ohio. The 
chaplain delivered prayer and the 
journal was read. 

Representative Treadway (Rep.), of 
Stockbridge, Mass., called attention to 
the fact that a Washington, D. C., de- 
| partment store is holding a miniature 
paper-making exhibit this week. 

Representative Johnson (Rep.), of 
Aberdeen, S. Dak., chairman of the 
Committee on World War Legislation, 
asked and received. consent to extend 
| his remarks in the Congressional 
| Record, by inserting a statement from 
the construction division of the Vet- 
erans’ Bureau, showing how applica- 
tions may be made by cities for loca- 
tion of Veterans’ Bureau hospitals just 
authorized by Congress. 

Representative Barbour (Rep.), of 
Fresno, Calif., in charge of the War 
Department appropriation bill (H. R. 
7955), moved that the House resolve 
itself into Committee of the Whole to 
consider that measure. The motion 
carried. : 

General debate on the bill, begun on 
Jan. 7, was then resumed, with the 
same latitude of discussion which per- 
mitted speeches on subjects extraneous 
to the bill. (Discussion of bill is 
printed on page 3.) 


v | 
REPRESENTATIVE UNDERHILL 
(Rep.), of Somerville, Mass., called 
attention to growing practice of pub- 
lishing many matters in the Congres- 
sional Record that have no place there, 
in niz opinion. 
Minority Leader Garner (Dem.), of | 
Uvalde, Tex., and others took part. in 
| the discussion. 
Representative Tilson (Rep.), of 
New Haven, Conn., said he’ favors @ 
canal through Nicaragua when it is 
needed. Another canal would have 
many advantages, he said. He. also | 
expressed himself as favoring enlarge- | 
ment of the Panama Canal, whose ca- 


| 


by the water supply. He then dis- 
cussed methods of increasing the water 
supply. i 

Representative Hull (Rep.), of Chi- 
cago, Ill., spoke on the Kellogg Pact, 
its aspects, and its implications to the 
United States. 

In discussing the status of the older 





in industry, Representative 
McKeown (Dem.), of Ada, Okla., said 
that the paying of pensions is more 
enol than the operation of poor 
farms. 

Representative Lankford (Rep.), of 
Norfolk, Va., spoke on a bill he in- 
troduced, Jan. 6, providing for the es- 
establishing of a- department of gen- 
eral welfare. 


Vv 
RREPRESENTATIVE COX (Dem.), 
of Camilla, Ga., spoke on the ‘man- 

ner in which cottonseed oil has been 
displaced by the use of coconut oil in 
the oleomargarine industry, and of how 
coconut oil-has also displaced cotton- 
seed, peanut, and soy bean oil in soap 
making. He “advocated higher duties 
on oil imports to protect local inter- 
ests. The tariff should be ‘applied to 
imports from the Philippines but per- 
haps with refunds, he said. 

Representative Treadway (Rep:), of 
Stockbridge, Mass., discussed income 
tax refunds. (Detailed discussion will 
be foura on page 1.) 

Representative Black (Dem.), of 
Brooklyn, N. Y., spoke for 20 minutes 
on prohibition, replying to the speech 
Jan. 7 of Representative Beedy (Rep.), 
of Portiand, Me., who advocated strict 
enforcement. Mr. Black denounced 
secrecy of the President’s commission 
investigating law enforcement, and 
urged that President Hoover assist in 
making public facts obtained by the 
commission. (Detailed discussion on 
page 3.) : 

Representative LaGuardia (Rep.), 
of New York City, spoke on military 
and naval expenditures of the United 
Staies. He cited President Hoover’s 
recent figures and plea for economy. 
The cost of the Army and Navy in 
this country is higher than elsewhere, 
he said, because of higher pay rates 
of commissioned personnel. 

Representative Dickstein (Dem.), of 
New York, N. Y., spoke on immigra- 
tion. He advocated passage of a bill 
(H. R. 5648), to provide that the 
father and mother of an American 
citizen, if 60 or more years old, be ad- 
mitted without quota, and that a hus- 
band of an American citizen also be 
admitted without quota. 

Representative Schafer (Rep.), of 
Milwaukee, Wis., discussed prohibition. 

On motion of Representative Bar- 
bour (Rep.), of Fresno, Calif, im 
charge of the agricultural bill, the 
House adjourned at 3:55 p. m., until 
12 m., Jan. 9. 





He says he has seen nothing from Illinois 


not considering tariff matters yet and, friends and see that the bodies who can 
don’t care to talk much about them until | appeal to them best know what to do, 
after the bill comes over from the House. 


when and exactly how to do it. 
4. Seek out the strongest channels of 


about sugar yet, but-frankly, he looks for approach to the proper influences in 


State. 

“Senator Bingham (Rep.), of Connec- 
'ticut: Is New England protectionist, but 
| that section does not favor too high du- 
| ties on commodities it has to. consume. 
| An increase of sugar rates would be un- 
| popular ih the industrial State of Connec- 
| ticut, the Senator thinks. However, he 
| has heard nothing there on the subject 
|up to this time. He hears the President 
Lopposes the sugar increases. 


| Letter Read Into Record 


| “Senator Sackett (Rep.), of Kentucky: 
| Out of town, but it is our information he 
| is gathering data re tariff. He, too, has 
heard nothing from his State about su- 
gar. We are informed that he favors 
protection for the domestic sugar indus- 
try, but has been told that a 3-cent rate 
is too high; that if free sugar from the 
| Philippines continues it will tend to pre- 
vent the domestic price from becoming 
| too high. Sackett understands that the 
President opposes the sugar schedule.” 
|__A letter, dated July 19, 1929, from Mr. 
Pike to R. W. Woodruff, president of the 
ae Company, read into the record, 
| said: 
| “Baldwin returned yesterday from 
Washington, where he had talked with 
| Junior Owens and Pat Harrison. Bald- 
win feels that Harrison wants to play a 
lone hand and cop the glory. The glory 
can go hang as long as we get the re- 
sults, and we must therefore work 
some scheme whereby we can suppogt 
Harrison’s effective efforts without seem- 
ing to do so.” 


At the conclusion of the session, Sena- 
tor Caraway, chairman pf the Commit- 
tee, made public a copy ‘of a memoran- 
dum in the files of H. H. Pike Jr., mem- 
ber of the firm of H. H. Pike Company, 
sugar brokers, of New York City. The 
memorandum was copied by an investi- 
gator for the subcommittee, and Senator 
Caraway said it has not been made 2 
part of the record of the investigation. 
The memorandum follows in full text: 

H. H. Pike Jr.: Memorandum conver- 
sation between R. W. Woodruff, president 
Coca-Cola Co., and M. S. Hershey, of the 
Hershey Corporation, Feb. 13, 1929. 

Publicity Office Proposed 

It is proposed to establish in New 
York or Washington an office under a 
competent publicity man for the purpose 
of consolidating all our effort to bring 
to the public attention the evils of the 
contemplated increase in the raw sugar 
tariff and the proposed differential 
against imported refined. The office will 
also devote itself to seeing that our 
friends appeal to their Congressmen, etc. 

It is contemplated that that office will: 

1. Seek out the sympathetic mediums 
for publishing antisugar tariff copy. 

2. Supply them with material for edi- 
| torials and cartoons. 


\ 8, List our possible congressional 








opposition to sugar increase from Chi-| Washington and if necessary consult *W. 
cago and other industrial parts of the! or H. as to how they can best be reached. 


5. Seek suggestions from and supply 
suggestions to any other associations 
which are or may be interested. 

Free Publication Sought 


6. It is not contemplated that the: of- 
fice go in for a paid advertising cam- 
paign, the thought being that free pub- 
lication if properly approached can - be 
secured through such agencies as Forbes, 
Rogers, Free Trade Papers, ete., and, 
with clever presentation, many others 


even such as the Saturday Evening Post, | 
David Lawrence on the air, etc., can be | 


secured. 


As sugar expert to see that nothing | 


gets out in inaccurate form, Mr. Doran’s 
or Mr. Lewis’ services on a retainer 
might be used if practicable. The prin- 


cipal will name lawyers to whom legal | 


matters can be referred. 

It is not contemplated that those sup- 
orting this bureau be publicly known. 
t remains to be decided in what name 

the work will be done. 

The detail of this memorandum is a 
suggestion rather than an attempt to 
limit or define the scope of the campaign 
which must of necessity be modified or 
enlarged after consultation with experts. 


UNITED STATES DAILY: 


‘In Haiti Assailled 


By Senator Borah 


Action on President’s Pro- 
posal for Appointzment of 
Commission Delayed - by 


Senate Committee 


Assurance of “a free and untrammeled 
election” and the appointment of a civil- 
ian as high commissioner are the first 
duties of the United States toward Haiti 
and need not await the report of a com- 
mission on Haitian conditions, Senator 
Borah (Rep.), of Idaho, declared Jan, 8. 

Mr. Borah made this statement after 
an executive meeting of the Senate For- 
eign Affairs Committee of which he is 
chairman, at which the resolution (H. 
J. Res. 170), for the appointment of a 
Haitian commission, which has been re- 
quested by President Hoover, was con- 
sidered. No action was taken by the 
Committee, although the Idaho Senator 

: predicts it will do so shortly. 

“The United States Government ovght 
to be ashamed to stand before the world 
at this time with all our professions of 
peace and against military power in the 
attitude of keeping a military heel upon 
an oppressed people,” Senator Borah 
stated. ““This is a fundamental matter 
of policy and will have to be decided by 
the Goverrtment.” 


‘Treaty Is Discussed 

At the same meeting the Foreign Re- 
lations Committee discussed without final 
action the general treaty of imter-Ameri- 
can arbitration which was signed by 20 
American. republics at the international 
conference of American states .on con- 
ciliation and arbitration held in Wash- 
ington Jam. 5, 1929. 

The Committee ordered faworable re- 
ports to the Senate on arbitration and 
conciliation treaties with Estonia and 
Egypt. , 

Senator Borah’s statement follows in 
full text: 

The Committee did not take final ac- 
tion on the matter of the commission on 
Haiti. I think we will do so shortly, 
however. 

Iam not myself opposed to a commis- 
sion, but I feel that some things ought to 
be done without waiting for the report 
| of a commission. 

We should appoint a civilian as high 
commissioner or as governor—for that 
is what it is—of Haitii Secondly, we 
should give the Haitian people a free 
and untrammel)led election. At this elec- 
tion they should be permitted. to vote for 
members of their congress, amd then the 
congress should be permitted, as is pro- 
| vided by the constitution, to. elect their 
president. 


Question for Government 


We have been of much service to the 
Haitians im some respects, particularly 
in the bettering of their sanitary con- 
ditions, but we have not assisted them 
in the slightest in political affairs or in 
preparing them for self-government. 

Over 12 years ago we dissolved their 
assembly by force of arms and ‘since 
that time they have not been permitted 
in any substantial way to have anything 
to do with their government: They are 
completely disfranchised. The United 
States Government ought to be ashamed 
to stand before the world at this time 
with all our professions of peace and 
against military power in the attitude 
of keeping a military heel upon a help- 
less people. This is a fundamental mat- 
ter.of policy and will have to be decided 
by the Government. 





Disclosure Statute 


Held to Be Invalid 


Vermont Law on Liquor Said to 
Be Unconstitutional 


State of Vermont: 
Montpelier, Jan. 8. 

The decision of the Supreme Court of 
Vermont holding that the law requiring 
a person to disclose where liquor had 
| been secured is unconstitutional was 
characterized today by the attorney gen- 
eral, J. Ward Carver, as being one of 
|the most important in recent years. 

The court held that the disclosure law 
which has been. in effect since 1852 is 
invalid and that to force a person to 
disclose where liquor had been secured 
upon which he had become intoxicated 
| constitutes a violation of the Vermont 
| constitution. 

The case grew out of the arrest of 
two persons who pleaded guilty before 
a justice of the peace to intoxication. 
When asked to disclose where they ob- 
tained the liquor, under the authority 
| of ~ law, they refused and were lodged 
jin jail. 
| The supreme court held that since 
the requirement of disclosures under 
the law was invalid, their arrest and de- 
tention was improper. 





Accord on Value of Utility Pro perties 


In Advance of M erger 


Senator Pittman Says Agreement, A pproved by Govern- 


ment, Would Remove Disturbing Elements 


Legislation requiring railroads or com- 
munications utilities to agree upon the 
valuations of their properties before they 


are permitted to consolidate, subject to 
the approval of Federal supervisory 
agencies, will be offered in the Senate by 
Senator Pittman (Dem.), of Nevada. 

Before the Senate Committee on In- 
terstate Commerce Jan. 8, Senator Pitt- 
man declared he would offer such amend- 
ments both to the Fess bill (S. 668) pro- 
posing railroad consolidations, and to the 
Couzens bill (S. 6), which would estab- 
lish a Federal commission to govern com- 
munications. Both bills are pending be- 
fore the Committee. ° 

The amendment, said the Senat«r, will 
provide that before any consolidations, 
either of railroads or communications 
companies, will be approved, an agree- 
ment as to the valuation of the proper- 
ties, for rate making purposes, must be 
consummated. In the case of railroads, 
the Interstate Commerce Commission 
would be the arbiter, he declared. For 
communications, the proposed commis’. 
sion on communications would be obliged 
to approve the valuations. 

“We would fix the valuation of the 
properties to be merged in advance,” 


% . 3 


said the Nevada Senator, “and end 
these comtroversies that have arisen 
the past among railroads.” 

If either of the Federal agencies 
should disagree with the valuations ar- 
rived at by the negotiating parties, said 
the Senator, the consolidations would be 
disapproved, 

In the case of the railroads, Senator 
Pittman said such a provision as he pro- 
posed, if included in the Fess ‘ill, which 
contemplates an amendment of the inter- 
state commerce act, would render unnec- 
essary the La Follette Valuation Act. 
Ths nae boon a ay ay quantity in 
railroad regulation for the 
he declared pat a 

anor erann made the announce- 
ment during the course of the 6 
relative to the Couzens bill. benane 

With Ellery W. Stone, president of the 
Kolster Radio Corporation and Federal 
Telegraph Co., on the witness stand, the 
Senator asked whether he approved such 
4 provision in the Couzens bill. The wit- 
ness replied in the affirmative. 

He then explained he would offer 
amendments to this end when both rail- 
road consolidation and the communica- 
tions measures were before the Com- 
mittee im executive session, , 


all 
in 
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8s Is Recommended Government along lines of efficiency and 


ontizep Statements ONLY ARE 
foe WITHOUT, CoMMeNe BY THE 


Su preme Court Refuses to Permit 


Trial of Federal'A gent in State Court 


Prohibition Officer Declared 


The Supreme Court of the United! 
States on Jan. 8 refused the motion of 
the State of Rhode Island to compel the 
trial of a prohibition agent under an in- 
dictment for conspiracy to commit lar- 
ceny in. the State instead of the Federal 
courts. . 

The State’s motion for leave to file a 
petition for a writ of mandamus to com- 

1 District. Judge Letts, of the Federal 

istrict Court for the District of Rhode 
Island, to remand the case to the Rhode 
Island courts was denied by the court, 

The prohibition agent, Alvah H. Rich- 
ardson, and others were indicted under 
State law for conspiracy to commit lar- 
ceny of certain intoxicating liquors. It 
was contended on behalf of the State of 
Rhode Island that the prohibition agent 
was not ‘acting under the color of his of- 
fice amd therefore was not entitled to 
have his case removed to the Federal 
court, as Judge Letts permitted. 

The necessity of two trials under the 
same indictment, it was argued, would 
embarrass the State by forcing it to dis- 
close its evidence at the first of the two 


Mr. Hull Advocates 


Joining of League 





Danger of Complete Break- 
down in Trade Foreseen 
In Event of Conflict 


As long as the United States is not 
a party to the covenant of the League 
of Nations “there is danger of a com- 
plete breakdown of the economic sanc- 
tions and possibilities of actual conflict 
between the United States and some or 
all of the League states, particularly 
Great Britain,’ Representative Hull 
(Rep.), of Chicago, Ill., declared in a 
speech in the House Jan. 8. 

Mr. Hull referred to article XVI of 
the League covenant, stating that it 
provides “an almost complete economic 
isolation” of the covenant-breaking state 
that attempts war against another state 
which is.a member of the League. 

The only two industrial nations not 
parties to the covenant, he asserted, are 
the United States and Russia. 

Arms Trade Questioned 

“It might almost be said that the 
United States is the only industrial state 
not a party to the covenant,” he. de- 
clared. “The United States constitutes 
then the missing link in the chain for 
the possible complete ecomomic boycott 
jof an offending state.” 

Speaking of the Kellogg-Briand pact 
to outlaw war, Mr. Hull asked “if aggres- 
sive war is outlawed, if an aggressor 
nation is an outlaw nation, can we insist 
on the right of our nationals to trade in 
arms and ammunition with an aggressor 
state?” 

“Would we not be assuming large re- 
sponsibilities by permitting our nationals 
to trade. with an aggressor nation?” he 
asked: “Suppose we did permit such 
trade and suppose that the nation ag- 
grieved by such action should present a 
claim for damages to the Government of 
the United States, under the terms of 
the Kellogg pact we would be bound to 
pursue pacific means for the settlement 
of such claims. 

Considerations Outlined 

“Presumptively, the pacific means used 
would be arbitration. Can there be any 
doubt of the result of such arbitration? 

“Both material and moral considera- 
tions therefore would seem to urge upon 
us that we must abandon our old con- 
ceptions of neutrality. 

“We may not eare to become a mem- 
ber of the League of Nations; we. may 
not wish to assume responsibilities for 
the good conduct of other nations. But, 
should we, for the sake of the profits of 
trade, stand in the way of an effective 
international effort, participated in by 
53 nations of the world, to smother the 
conflagrations .of war and maintain a 
peaceful world?” 








Supreme Court to Hear 
Wurzbach Case on Jan. 20 


The case of United States v. Wurzbach, 
No. 66, which was on the day call of the 
Supreme Court of the United States for 
argument on Jan. 8, has been set for 
hearing on Jan. 20, 

The question presented in this case, as | 
outlined by the Government’s brief, is 
whether section 118 of the Criminal Code 
as amended, which forbids a Representa- 
tive to receive or be concerned in receiv- 
ing contributions from officers or em- 
ployes of the United States for any po- 
litical purpose whatever, applies to a| 
Representative who receives such a con-! 
tribution to be used only in the promo- 
i of his candidacy in a primary elec- 

ion. 





Arkansas Plans Reforms 
In Interest of Economy 


State of Arkansas: 
Little Roek, Jan. 8. 
A reorganization policy: in the State 


economy similar to program carried out 
in New York and Virginity has been an- 
nounced in a statement i%sued by Gov- 
ernor Harvey Parnell. 

The governor‘also announced that he 


had employed the bureau of municipal } 


research of New York to make a survey 
of State governmental agencies and ad- 
ministration, which will report its find- 
ings to the governor with recommenda- 





tions for legislation by the next legisla- 
ture, which meets in January, 1931, 


Earnings of Utilities 
Highest in Four Years 


[Continued from Page 1.] 
taxes or the nearest comparable figures, 
it was explained. 
The gross earnings for November were 
$202,500,000, which brought the total for 
the 11 months of this year—up to $2,097,- 
250,000, while for November of last year 
the earnings were $198,032,715 and the 
total for. the corresponding months of 
1928 was $2,027,552,394, it was stated. 
The net.earnings for November of this 
|year were $92,000,000, bringing the to- 
tal for the 11 months up to $906,500,000, 
compared to $81,363,806 for November, 

928, and for the 11 months of last year 
the total net a were $777,702,577. 
it was indicated. e net earnings for 
the 11 months of 1929 were greater than 
the entire amotnt for last year,*which 
was $868,702,577. re 


to Have Been Acting in Ca- 


pacity of His Office in Matters Involved in Suit 


trials. Such embarrassment would be 
emphasized, it was stated, since the 
charge is one of conspiracy. 
he Government in support of the con- 

tention that the prohibition agent had 
the right, under section 33 of the Judicial 
Code, to have his case tried in a Federal 
court, argued that the case of Maryland 
v. Soper, 270 U. S. 9, governed the prin- 
ciples of law in this case. Under that 
decision, it was pointed out, the petition 
for removal to the Federal court must 
affirmatively show that the acts com- 
plained of were done under authority of 
his office and in pursuance of his duty as 
Federal prohibition agent. ; ; 

The petition for removal in this case, 
it was argued, was not open to the objec- 
tions found in the Soper case since it 
contains a “candid, specific, and positive 
explanation of the petitioner’s relation to 
the transaction growing out of which he 
was indicted,” and affirmatively shows 
that the acts complained of were done 
under authority of the petitioner’s office 
and in pursuance of his duty as a pro- 
hibition agent. 


Four Subcommittees 
Appointed in House 


Hearing on Bill Increasing 
Pay of Clerks in Foreign 
Service Set for Jan. 10 


Hearing on the bill (H. R. 159) 
introduced by Representative Linthicum 
(Dem.), of Baltimore, Md., proposing 
increased salaries and grading and classi- 
fication of clerks in the Foreign Service, 


will be held Jan. 10, by the House Com- 
mittee on Foreign Affairs, it was an- 
nounced Jan. 8° by Representative 
Porter (Rep.), of Pittsburgh, Pa. its 
chairman. 

The announcement followed an execu- 
tive session of the Committee which was 
held to organize the body and formulate 
a program for future action. Four sub- 
committees were appointed to consider 
various types of legislation referred to 
the Committee. Mr. Porter, said the 
grouping of the subcommittees would be 
made public Jan. 10. 

The bill divides Foreign Service clerks 
into two grades, senior and junior, and 
into classes for each grade. Senior clerks 
of class one would receive basic salaries 
of $4,000 annually; class two, $3,750; 
class three, $3,500; class four, $3,250; 
class five, $3,000. Junior clerks of class 
one would be paid basic salaries of 
$2,750; class two, $2,500. Class -three 
includes all clerks. whose compensation 
is less than $2,500 annually. 

Appointments to the grade of senior 
clerk and advancement from class to 
class in that grade shall be by promotion 
for efficient service, the bill provides, 
and no appoiftments of senior clerks 
shall be madé unless the clerk is an 
American citizen and has served as a 
clerk ‘in a diplomatic mission or con- 
sulate, cr in the Department of State 
for at least five years. 

The Secretary of State would be au- 
thorized, in his discretion, to allow com- 
pensation to clerks in addition to their 
basic saiary, within such appropriations 
for comrensaton of clerks that Congress 
may make. The bill also prohibits ap- 
pointment of aliens to any position in a 
diplomatic mission. 


Nomination of Ambassador 
To Germany Sent to Senate 


President Hoover on Jan. 8 sent to the 
Senate the nomination of Senator Fred- 
eric M. Sackett (Rep.), of Kentucky, to 
be the American Ambassador to Germany 
to succeed Jacob Gould Schurman, re- 
signed. | 

At the White House, however, it was 
said that before the official messenger 
bearing the nomination could reach the 
Capitol the Senate had recessed and the 
nomination, therefore, was not delivered. 
The nomination was brought back to the 
White House and probably will be sent 
to the Senate on Jan. 9. 
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Survey of Radio 
From Educational 
Standpoint Urged 


Mr. Wilbur Suggests Careful 
Study to Determine Possi- 
bilities of New Agency as 
Aid to Schools é‘ 


By Ray Lyman Wilbur, 
Secretary of the Interior 

As far as we can go back in human 
history, we find records of those who 
were able to charm others through in- 
strumental music, song, story-telling or 
orator). We like to tell our boys and 
girls the story of Demosthenes training 
himself to speak clearly by the use of 
pebb‘es in his mouth. The great musi- 
cian, the great story-teller, the re: 
oratcr or statesman, always has be 
able to produce those emotional effects 
that give the greatest satisfaction to 
man. 

While the eye brings to us conceptions 
of everything around us, it is said that 
it is a greater deprivation to lose one’s 
hearing completely than to lose one’s 
eyesight. Either is such a great loss 
that perhaps no real distinction can be 
made, but through the sound waves 
which reach the ear, we get a whole 
range of human pleasures and much of 
our happiness. Until the last few years 
the eye has always had a greater range 
than the ear, but with the invention of 
the radio we have suddenly enlarged the 
zone of our hearing so that it is now 


state-wide and continent-wide, and even: 


world-wide. 


Through the rather simple instrumen- 
tality of tubes and dials and wires we 
can come in contact with the outstanding 
personalities, the leading singers, the 
best musicians, and the facts of the day. 
A blind person can now “read through 
his ears” with the broadcasting which 
is now in existence and can while seated 


. 
A 


at home touch clasely the main events of . 


the world. We, face then some en- 
tirely new conceptions of dealing with all 
sorts of ques 


In a democracy an entirely new tech- 


nique for its control must be developed © 


since wide information may be placed 
before its voters at any time. We are 
familiar with the ability of men to sway 
audiences, of skillful attorneys to it- 
fluence juries, of the effectiveness of 
some political speakers and of the pe- 
culiar crowd psychology which develops 
in the presence of certain individttals. 
Can the radio carry emotions? Just as 
the after-dinner speech had to be made 
shorter and better after prohibition, per- 
haps the radio will compel intellectual 
efforts rather than emotional oratory. 


New Power Developed 
Over National Psychology 


With the obliteration of distance ané 
the penetration of the walls of the home, 
everyone in a family from the baby up 
is involved in the reception of what the 
radio brings in_.'A new power over our 
national psychology has to be handled, 
Now that the toy and amusement stage 
has passed, we have before us the re- 
sponsibility of the adaptation of this 
wonderful instrument to the field of 
training or. of education. 


Education is such a broad term that it 
means a things to different people. 
In dealing with- education by radio we 
can make a distinction between the 
education of the adult and that of the 
school child. For the most part, our 
radio experience to. date, in so far as 
education is concerned, has been largely 
with adults, There have also been some 
excellent experiments in the public 
schools, and fortunately more of these 
are now on their way. 


A broad distinction too can readily be 
made between daytime broadcasting and 
night broadcasting. During the day the 
adults are for the most part busy or 
are away from home. This frees the 
daytime period for schoolroom use of the 
radio, if the radio is accepted by the 
public school authorities. 

We must remember that we have had 
a period when many of our young. peo- 


[Continued on Page £: Column 5.]} 
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/ Newspapers Ask 
Renewal Permits 
For Broadcasting 


New York Times and San 
Francisco Examiner Seek 
Continuance of Service to 
Antarctic Parties 

Pleas for renewals of licenses to 

broadcast on a short-wave le igth of 1,000 

watts was presented to the Federal Radio 


Commission Jan. 8 by the Nerv York 
Times Station WHD and the San Fran- 


cisco Examiner Station KUP in a hear- | 


ing before Judge E. O. Sykes. 


The applicants contended that their | 


broadcasting service is in no way con- 
nected with the Press Service, Inc., which 
operates on’a point-to-point license, while 
their services operate on temporary ex- 
tensions of mobile licenses. The Times 
axed for renewal of license on five®short- 
wave lengths east of the Mississippi 
River, and the Examiner asked for re- 
newal of five short-wave lengths west of 
the river. Both of the applications were 
taken under advisement, 

Louis M. Loeb, of New York, attorney 
for the New York Times, submitted a 
27 page letter to the Commission on be- 
half of Adolph S. Ochs, publisher of the 
Times. The letter declared that station 
WHD was an essential unit in commu- 
nicating with the Byrd Anarctic Expedi- 
tion and pointed out the service ren- 
dered the public by keeping it informed 
as to the activities and discoveries of 
the expedition. 

Record Is Claimed 

The Times station in its three years 
of operation has an enviable record of 
useful service—it is a short-wave station 
that lives up to the high standards of the 
law, as one of “‘public convenience, in- 
terest and necessity” t.* letter states, 
adding that it serves neither individual 
nor group, but the public. 

Only meagre reports were received 
from the Byrd and Amundsen North Pole 
flights compared to the more than 300,- 
000 words of press matter already re- 
ceived from Comdr. Byrd at the Ant- 
arctic. 

The letter cites the contrast to the 
latest triumph of news gathering offered 
by Robert E. Peary’s report of the dis- 
covery of the North Pole in 1909. 

Supporting its claim that the expedi- 
tion has depended on the Times station 
for communication with civilization, the 
letter quotes Admiral Byrd as follows: 

“No group of men ever appreciated 
the advantages of radio more than the 
members of the Antarctic expedition. It 
has been invaluable. I think it would 
be fair to say that it would have been 
impossible to have carried out the opera- 
tions of an expedition of so many units 
without radio.” 

John D. Costello, attorney for the San 
Francisco .Examiner, told the Commis- 
sion radio Station KUP rendered an im- 
portant contribution to the general in- 
terest in science by keeping in commu- 
nication with the Wilkins Antarctic ex- 
pedition, and with the nonmagnetic yacht 
“Carnegie,” which recently was de- 
stroyed while on a scientific expedition 
in the South. Seas. 

Affidavits Presented 

Mr. Costello presented to the Commis- 
sion a number of affadavits from steam- 
ship lines in the trans-Pacific service, 
which commended Station KUP for the 
noncommercial news service broadcast 


by it. 

John A. Fleming, assistant director of 
the bureau of research, interterrestial 
magnetics, Carnegie Institute, testified 
that: in connection with the scientific 
cruise of the yacht “Carnegie,” the only 
reliable stations through which the ves- 
sel could communicate was Station KUP. 
He. declared that but for the arrange- 
ments, made through the station, to re- 
place: damaged equipment, the voyage 
would have been greatly delayed. 

S. L. Seaton, radio operator aboard 
the Carnegie, told the Commission that 
the ship’s radio log indicated that ap- 
proximately 30,000 words had been re- 
ceived from Station KUP. He also told 
the Commission the ship’s crew showed 
keen interest in the press bulletins 
broadcast by the station. 

Judge Sykes advised Mr. Loeb that 
the Radio Commission -had no intention 
of cutting off radio communications with 
the Byrd exploration party. 


Gen. Hines Approves 


Veterans’ Bureau Bill 


Proposal to Consolidate Activi- 
ties Favorably Reported 


Brig. Gen. Frank T. Hines, Director of 
the Veterans’ Bureau, added his ap- 
proval Jan. 8 to the favorable report of 
President Hoover’s Commission on Con- 
solidation of Governmental Activities 
Affecting War Veterans, on H. R.. 6141, 
to authorize the President to consolidate 
such work. He appeared at a hearing 
before the House Committee on Expendi- 
tures in Executive Departments. 

Gen. Hines estimated possible savings 
through such a consolidation at approxi- 


mately $1,500,000 annually in adminis- | 


trative expenses, and $10,000,000 in 
elimination of duplicate construction 
work, The estimates, he said, were un- 
official. 

_ The report favored the passage of the 
bill for three main reasons, given as fol- 
lows: ‘ 

(1) The President would be in close 

touch with veterans’ relief activities at 
all times. 

(2) Legislation would be simplified by 
leaving only one veterans’ pension or 
compensation committee in each House 
of Congress. 

(3) Only one agency would handle 
budget matters affecting veterans, Con- 
gress and the public would know where 
to go on veterans’ matters, and dupli- 
cation of funds would be eliminated. 

Any repcrt on consolidation, Gen. 
Hines stated, must also consider the 
United States Public Health Service in 
relation to the Veterans’ Bureau. 

The bill; introduced by Mr. William- 
son (Rep.), of Rapid City, S. Dak., on 
Dec. 3, authorizes the President by ex- 
ecutive order to transfer to, consolidate 
and coordinate with the United States 
Veterans’ Bureau any hospitals or execu- 
tive or administrative bureaus, agencies, 
or offices handling veterans’ relief work, 
including the Bureau of Pensions and 
the National Home for Disabled Volun- 
teer Soldiers. 

Veterans’ relief in the future, Gen. 
Hines stated, probably will tend more 
to the form of compensation than pen- 
sioning. 

Few employes of the various agencies 
would be adversely affected by the consoli- 
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k |Senate Completes Action on Changes 
In Rayon Tariff Proposed by Committee 


Consideration of Sugar Rates Next Is Requested But No 
Decision on Procedure Is Reached 


Upon completion of Committee amend- 
ments in the rayon s¢hedule of the tariff 


consent to reconsider paragraph 1301. 
Senator Wheeler (Dem.), of Montana, 


bill (H. R. 2667), Jan, 8, the Senate re-| objected to the provision in paragraph 


cesse.l with the question of the schedule 
next to be considered undecided. 

Senatcr Harrison (Dem.), of Missis- 
sippi, requested that the schedule on 
paper and books, which follows the rayon 
schedule. be given consideration next, 
and offered a motion to that effect. Sen- 
ator Smoot (Rep.), of Utah, chairman 
of the Finance Committee, objected to 
further postponement of the sugar sched- 
ule, urging that debate on sugar be 
opened Jan. 9. 

The Senate recessed with the Harri- 
son motion pending. 

Action on the rayon schedule, with 
five rat. changes, was completed with- 
out a record vote. 

Senator Walsh (Dem.), of Massachu- 
setts, opened the tariff discussion by 
opposing the recommendation of the 
Finance Committee to revise, paragraph 
1302 of the rayon schedule, changing the 
duty, on filaments of rayon and other 
synthetic materials not exceeding 30 
inches m length from 20 per cent ad 
valorem to 20 cents per pound. 

The Senator declared the proposed re- 
vision is equivalent to an ad valorem duty 
of 49 per cent, which, he said, would 
drive the American manufacturers out 
of business. 


Lower Rate Proopsed 
By Senator Smoot 


Senator Smoot said he was willing to 
accept a rate of 15 cents a pound. Mr. 
Walsh contended that exceeds 30 per 
cent-on an ad valorem basis and added 
that 95 per cent of the rayon converted 
in American mills comes under the pre- 
ceding paragraph where it bears at least 
45 per cent. The 5 per cent entering 
under the paragraph being discussed, he 
said, is produced by a secret German 
process and is not in competition with 
the American staple fiber which is too 
coarse for fine materials. 

.Senator George (Dem.), of Georgia, 
opposed Senator Smoot’s recommendation 
of 15 cents per pound specific duty, de- 
Gering that such a rate would still be too 

igh. 

The Committee amendment was re- 
jected without a record vote, and a sub- 
stitute amendment offered by Senator 
George providing an ad valorem duty of 
25 per cent was adopted. 

All other changes recommended by the 
Finance Committee in paragraph 1302 
were agreed to. 

Senator Smoot then asked unanimous 


Senate Advisory Board 


On Flood Control Urged |. 


Senator Frazier, (Rep.) of North Da- 


kota, on Jan. 8 introduced a resolution | 


(S. Res. 197) providing for the estab- 
lishment of a Senate Mississippi engi- 
neering advisory board, to investigate 
the feasibility of various flood control 
projects on the Mississippi River. 

(The full text of the resolution will be 
published in the issue of Jan. 
EE 0 


dation, Gen. Hines told the Committee, 
because the majority are engaged in 
specialized work. 

The main problem to be faced is prepa- 
ration for additional relief to World War 
veterans when they become older and un- 
able to “carry an” in life, he stated. 

Representative Schafer (Rep.), of Mil- 
waukee, Wis., objected to the bill on the 
ground that it delegated to the President 
powers belonging to-the Congress. 


1301 that “none of the foregoing shall be 
subject to a less duty than 45 cents per 
ound.” He declared that a specific duty 
as no place in the rayon schedule, and 
that the rayon industry does not need a 
protective rate of 45 cents per pound. 
This specific duty of 45 cents per pound 
nullifies the ad valorem rates, he said. 


Wages in Industry 


Declared to Be Low 
The rayon industry is as prosperous as | 
any in the country and yet it is paving 
‘a “pitiful wage” to labor, he said. 
Senator Wheeler stated that nearly | 
the entire industry which the proposed | 
rates would protect is either controlled 
by or affiliated with foreign concerns. 
Foreign investors would benefit from 
the proposed protection, he said. 
Senator George supported the Mon- 
tana Senator’s argument. He pointed 
out that in the rayon industry, where 
less labor is required, a higher duty is 
proposed. This is a complete reversal 
of the entire tariff policy in existence 
today, he said. 
Upon request of Senator Smoot action 
on this provision was carried over. 
The Committee amendment to provide | 
a rate of 20 cents per pound on spun 
yarn of rayon or other synthetic textile 
was then considered. Senator George, in 
opposing this rate, proposed an amend- 
ment to reduce the figure to 12% cents. 
| His amendment was agreed to. ; 
| The Senate rejected the Committee 
| amendment providing a rate of 45 cents 
| per pound and 65 per cent ad valorem 
| on hose and half hose wholly or in part 
| of rayon or other synthetic textile, which 
would include hose in chief value of cot- | 
;ton. The House language, which had | 





been stricken out, was left in the bill to | 


chief value of rayon or- other synthetic | 
textile. 

An amendment reducing from 70 to 
65 ver cent the ad valorem rate on 
clothing and articles of wearing apparel 
of every description wholly or in chief 
value of rayon or other synthetic tex- 
tile, not specially provided for, was 
adopted. A ‘similar amendment, reduc- 
ing from 70 to 65 per cent the ad va- 
lorem rate on manufactures of filaments, 
fibers, yarns, or threads of rayon or 
other synthetic textile, also was adopted. 


New Flexible Tariff 
Clauses Suggested 





President Confers on Proposed 
Compromise Plan 


Representative Davenport (Rep.), of 
Clinton, N. Y., discussed with President 
Hoover at the White House on Jan. 8 
a proposed substitute for the flexible 
provisions of the tariff act which would 
be in the nature of a compromise be- 
tween the House and Senate provisious. 

After his conference with the Pres- 
ident, Representative Davenport stated 
orally that his substitute would keep. the 
present flexible provisions of the tariff 
except that the President would . be 
authorized to proclaim changes in the 
rates of duty which would lie on the 
table of the House and Senate for a 
period of from 30 to 60 days, with the 
right of either House to make any 
changes they might see fit. 
| If no changes were made within the 
! period stated, the rates proclaimed by 
the President, would become effective. 
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THERE ARE: PLENTY of business 


executives, probably, who take 


pride in 
e 


using the same. golden 


oak roll-top desk they started with 


—and the same letterhead that their shipping 


clerks use. 


But somehow, neither characteristic seems to 


| belong to the present era of American business. 


BOND 


for Executive letterbeads and envelopes 
CRANE & 


CO., Inc. +; DALTON, MASS. 


Crane’s Bond—a 100% new white rag paper—reflects 


quality and distinction in every fibre. The slight dif- 


ference in price between Chane’s and the usual letter- 


bead is a sound investment in prestige and good will, 


The President’s Day 


At the Executive Offices 
January 8 


10 a. m.—Senator Hatfield (Rep.), of 
Wes Virginia and Representative Tay- 
lor (Rep.), of Lafollette, Tenn., called to 
discuss appointments, the latter present- 
ing the names of former Governor Ben 
W. Hooper, of Tennessee, and Repre- 
sentative Reece (Rep.), of Johnson City, 
Tenn., for membership on the Interstate 
Commerce Commission. 

10:15 a. m.—Senator Shortridge 
(Rep.), of California, called. Subject of 
conference not announced. 

10:30 a. m.—Dr. Glenn Frank, presi- 
dent of the University of Wisconsin, 
called to request that the President per- 
mit the honorary degree of L.L. D. be 
conferred upon him by the university, 
and also to invite the President to make 


| an address at the university at a date to 


suit his convenience. 


11 a. m.—Representative Davenport 
(Rep.), of Clinton, N. Y., called to dis- 
cuss the flexible tariff with the Presi- 


| dent. 


11:30 a. m—A. W. Shaw, of Chicago, 
chairman of the Presiden'’s Committee 
on Economic Research, called. Subject 
of conference not announced. 


12:45 p. m—The President was photo- 
graphed with the general board of the 
National Federation of Women’s Clubs. 

Remainder of Day.—Engaged with 
secretarial staff and in answering mail 
correspondence. 


Father Entitled to Award 
For Accident to Son 


State of Texas: 
Austin, Jan. 8. 


The right of a father to collect dam- 


ages under the child labor 1aw for the 
death of his son killed in an occupa- 
tional accident was affirmed for the first 
time by the Supreme Court of Texas 


the Associated Indemnity. Corporation 
against Fred Wilson 
Dallas. 

Mr. Wilson was awarded $3,760 for 
the death of his 12-year-old son, who 
was accidentally killed while delivering 
milk for Metzger Brothers, of Dallas, a 
firm insured under the workmen’s com- 
pensation law. 


Insurance Policies Sold 
To Mexicans Are Actionable 


State of Texas: 
Austin, Jan. 8. 

Insurance policies sold to Mexicans in 
Mexico by an American company, re- 
gardless of whether the company has au- 
thority to do business in Mexico, are 
actionable, the Supreme Court of Texas 
held Jan. 8 in overruling an application 
for a writ of error by the National Life 
and Accident Insurance Company, a Ten- 
pone corporation, against Sidney Smith 
et al. 

Mr. Smith brought suit on behalf of 
a number of Mexican citizens to recover 
premiums paid on combination policies 
to be delivered. A suit of the insurance 
company to enjoin further litigation 
failed in the trial court and in the civil 
appeals court, and these courts were sus- 
tained by the supreme court. 


in a case from | 
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House Begins Debate on Appropriation 
Measure for Department of War 


Mr. ‘Tilson Favors Additional Funds for Enlargement of 
Panama Canal to Increase Efficiency 


The War Department appropriation 
bill (H. R. 7955), providing for funds 
for military and nonmilitary activities 
of that Department for the fiscal year 
ending June 30, 1931, was under general 
debate in the House less than four hours 
on Jan. 8. Most of the speeches, under 
the latitude of discussion permitted in 
general debate, bore on subjects extran- 
eous to the bill. 

Representative Tilson (Rep.), of New 
Haven, Conn., majority leader of the 
House, discussed the Panama Cana} situ- 
ation and the suggested construction of 
either an additional lock for Panama or 
construction of a new canal in Nicaragua. 
He said that construction of the Madden 
dam across the Chagres River in the 


Public Hearings on Law 
Enforcement Advocated 


Public hearings by the National Com- 
mission on Law Observance and Enforce- 
ment were advocated by Representative 
Black (Dem.), of Brooklyn, N. Y., in the 
House on Jan. 8. 

Mr. Black declared that the law en- 
forcement commission should “open up 
the doors, let the press in, let the public 
in, let us have a judicial determination 
from it as to whether or not this law is 
workable, and if the commission does rot 
do that, then the entire Congress should 
rebuke it, because it will have proved 
itself useless. 

“Mr. Wickersham and his commission 
are in a position to give the public the 
facts, and I think the President of the 
United States should insist that they 
open up the doors.” 

Representative Schafer (Rep.), of Mil- 
waukee, Wis., attacked enforcement ef- |: 
forts resulting in deaths. 

“Each day’s tragic news indicates more 


| 


|include hose and half hose wholly or in| Jan. 8 in refusing a writ of error to| human lives sacrificed on the altar of pro- 


hibition,” he asserted. 


|‘Abuse’ of Congressional 
Record Is Protested 


Protest against alleged abuses of the 
Congressional Record by inserting into it 
matter not connected with the proceed- 
ings of the two Houses, or putting in 
the word “applause,” in speeches, was 
made by “epresentative Underhill (Rep.), 
of Som rville, Mass., in the House 
Jan. 8. He said editorials have been in- 
serted “to tickle the vanity” of constitu- 
ents. 


Texas Laws Segregating 
Races Held to Be Invalid 


State of Texas: 
Austin, Jan. 8. 

Texas cities are powerless to enforce 
race segregation ordinances, according 
to the Supreme Court of Texas, in a 
decision Jan. 8. 

The court denied a rehearing to the 
City of Dallas in a proceeding against 
the Liberty Annex rporation, owner 
of a negro subdivision. 

The city’s ordinance was held to be 
contrary to the. due process of law sec- 
tion of the Federal Constitution. 





Panama Canal Zone would facilitate the 
erection of a new set of locks in the 
Panama Canal. That, he said, would 
oe the present capacity of the 
anama, Canal. 

The pending War Department bill ap- 
propriates $2,000,000 for continuing work 
on the Madden Dam. He said it is esti- 
mated that the capacity of the present 
Panama Canal will be adequate for 30 
or 40 years to come and that the Madden 
Dam and the new lock probably will de- 
fer the reaching of the capacity of the 
canal until 80 years hence. 

The water supply from Gatun Lake, 
he said, has largely to do with the ¢a- 
pacity of the canal.. The Madden Dam, 
he explained, is designed to enable stor- 
age of additional water for locking pur- 
poses. He said the project, including a 
hydro-electric plant but exclusive of an 
additional lock, will cost about $12,000,- 
000 altogether. 


The canal, now, he said, will accommo- 
date any existing ship and no enlarge- 
ment of the canal is necessary at this 
time. He said that if the size of ships 
that use the canal should be greatly 
increased, in the future, he would favor 
enlarging the Panama Canal. He re- 
ferred ty» the canal as the outstanding 
monument to War Department construc- 
tion achievements. He said he would 
favor the Nicaraguan Canal proposal, 
when it should prove to be needed but 
that it is not needed now. 

The cost of maintaining military and 
naval establishments and forces is higher 
in the United States than in foreign 
nations primarily because the pay sched- 
ules for commissioned personnel of the 
services are higher in this country than 
elsewhere, Representative La Guardia 
(Rep.). of New York, told the House. 

Mr. La Guardia cited pay rates of offi- 
cers in foreign armies and navies in 
comparison with those of the United 
States, and expressed approval of Presi- 
dent Heover’s recent plea for watchful- 
ness in arms expenditures. 

“Severty per cent of the total appro- 
priations of the United States Govern- 
ment go to pay for past war activities,” 
he declared. “All this is the result of 
past wars,” he said. 








TODAY’S 


3049) oars og 
Right of Married 
Women to Change © 
Nationality Urged 
House Resolution Would Aus 
thorize President to Call 


World Conference to 
Adopt Principle 


- 


Authority to the President to call a ~ 
conference of the governments of the 
world to adopt a convention on the na- 
tionality of married women, embodying 
the principle that a married woman 
should be given the same right as a man 
to change nationality, is proposed in a 
resolution (H. J. Res. 194), introduced 
by Representative Cable (Rep.), of Lima, 
Ohio. 

The resolution follows in full text: 

Whereas, the womén of the United 
States secured the enactment of the law 
granting to them independent naturaliza- 


tion and citizenship, whereby a woman 


citizen of the United States does not lose 
her nationality on marriage with an alien 
unless she formally renounces her cit- 
izenship, and an alien woman does not 
by marriage acquire citizenship except 
by compliance with the requirements of 
the naturalization law; 

Whereas, certain hardships have arisen 
by reason of the conflicts between the 
laws of various countries on the nation- 
ality of married women, so that it is 
essential to deal with the question in- 
ternationally; 

Therefore, Be It Resolved, That the 
President be requested and authorized 
to call a confetence of the governments 
of the world to adopt a convention on 
the nationality of married women, em- 
bodying the principle that a married 
woman should be given the same right 
as a man to retain or change her na- 
tionality, and that said conference be 
held in the City of Washington, D. C. 

Section 2, That for the purpose of 
defraying the expenses incident to the 
said meeting an appropriation of $5,000 
be authorized and expended under such 
rules and reguiations as the Secretar 
of State may prescribe. . 


8. Sulha & Company 
SHIRTMAKERS AND HABERDASHERS 


NEW SHIRTINGS 


It is a pleasure to 


look through our 


Wonderful Shirtings embracing the most 
Unusual French and English Creations. 
We are pleased to make up Sample Shirts 


NEW YORK— 512 


FIFTH AVENUE 


CHICAGO—6 SO. MICHIGAN AVENUE 


LONDON 
27 OLD BOND STREET 


OUT 


PARIS 
2 RUE DE CASTIGLIONE 


opportunity 


A newer, greater measure 


of tadia 


enjoyment... more radio 


value ...at the lowest possible price 


Here is the screen-grid model that wy have 
long been waiting for...a new interpre.ation 
of the world’s finest radio entertainment. 


Only the vast engineering and ma 


turing resources of the world’s largest radio 
organization could make this great achieve- 
ment possible ...See and hear this amazing 


screen-grid Radiola NOW! 


Ask your dealer to show you 


the Radiola 46 


The instrument that gives you greater 
sensitivity and selectivity... power without 


distortion and tonal realism of such 


tional beauty that it is a revelation to every 
music. lover... This is the radio entertain- 


ment that you have always 


member of the family. 


nufac- 
sole model in your home 


Payment Plan. 


longed for...an 


added measure of enjoyment for every 


A small deposit will put this luxurious con- 


TODAY... Just 


ask the Dealer about the easy RCA Time 


RCA RADIOLA 46... the acknowledged leader in 
Screen-Grid Radio. A cabinet model with built-in RCA 


electro-dynamic reproducer. Operates from A. C. house 


current (less Radiotrons) . . . 


excep- 


RADIOLA DIVISION RCA-VICTOR COMPANY, INc. 


RCA RADIOLA 


TUNE IN— The RCA-Victor Hour, every Thursday night, over a Coast-to-Coast network of the N. B. CG 


7 « « © $130 


RCA RADIOLA 44...Screen-Grid...a compact and 
beautiful table model (less Radiotrons) . . - $75 


RCA’ LOUDSPEAKER 103...For use with the 


Ce 


RCALOUDSPEAKER 106(Electro-Dynamic) $35 





Insurance Concerns 
On New R tion 


Florida Commissioner Holds 
Up Ruling Affecting 
Weekly Sick and Funeral 
Benefit Contracts 


State of Florida: 
Tallahassee, Jan. 8. 


W. V. Knott, State treasurer and ex- 
officio insuranze commissioner, is willing 
to hold in abeyance for a reasonable 
time the instruction he issued Dec. 20, 
to companies writing weekly sick and 
funeral benefit insurance contracts, or 
personal accident and health policies, 
with premiums payable _monthly or 
oftener, making void portions of such 
policies which would make them paid up 
at the end of 10 years or other specified 
time conditioned upon the policies being 
kept in continuous force, or without de- 
linquency, during such period. (IV U. S. 
Daily 2910.) 

This is disclosed in a letter which Mr. 
Knott has written recently to an insur- 
ance company affected by the order as 
a result of a request made by the com- 
pany for a hearing. Mr. Knott has in- 
dicated his willingness to hold a hearing | 
on any of the special provisions ordered 
Dec. 20. 

Attitude Is Explained 

In his letter Mr. Knott explains that | 

he issued the instruction relative to paid- 


»@ 
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_ DAILY: 


Security Deposits | | 


Of Insurance Securities Is Explained \Servicg Units in Rural 


Deeds of Assignment and Transfer Must Be Submitted to 


State Superintendent in Illinois 


State of Illinois: Springfield, Jan. 8. 


The ownership of securities of the IIli- 
nois Bankers Life Association on de- 
posit with the State insurance division 
may not be transferred on the records 
of the division to the Illinois Bankers 
Life Assurance Co. merely by virtue of 
a provision in the reinsurance contract 
between the two companies, but it is 
necessary for the State superintendent 
of insurance to obtain the proper deeds 
of assignment and transfer thereof be- 
fore a change in ownership can be recog- 
nized. This was the ruling of Attorney 
General Oscar E. Carlstrom in an opin- 
ion submitted to George Huskinson, Stat 
superintendent of insurance, Dec. 27 and 
just made public. 

Mr. Carlstrom also held that the pro- 
visions of section 16 of the act of 18938 
under which the assessment ‘company 
was organized are part of the reinsur- 
ance contract. Since the members of 
the association adopted the provisions 
of the act when they appreved the ¢on- 
tract of reinsurance, the opinion says 
they were bound to notify the association 
within 10 days if they wished to transfer 
their membership to some other com- 
pany than the Illinois Bankers Life As- 
surance Co., and therefore it is not neces- 
sary‘for the insurance division to ob- 
tain an order from a court before the 
transfer of ownership of the deposited 
securities legally may be effected. 


It was further held that the provisions | 


up policies because the chance of a policy-| of the voluntary deposit act of 1915 
holder keeping the policy in force con-/| likewise are a part of the reinsurance 
tinuously and without delinquency | contract and since the securities are held 


through ‘a 10-year period is remote. The 
letter follows in full text: 


This will acknowledge receipts of your 
favor of the 28th inst. relative to our 
circular of the 20th inst, Your letter 
was not answered as the assistant in- 
surance commissioner, Mr. Roberts, was | 
in Jacksonville during a part of yester- | 
day and expected to call upon you per- 
sonally, but found it impossible to do so | 
with the limited time at his command. 


I have wired you this morning as fol- 
lows: 


“Your letter 28th. Will give you hear- | 
ing as soon as you may desire it as) 
stated in our circular of 20th. Am writ- 
ing you today.” 

We are willing to hold in abeyance | 
for a reasonable time the instruction 
with regard to voiding portions of the 
policies referred to in said circular which 
purport to constitute such policy a 
“paid-up policy” at the end of 10 years 
or any other specified period of time 
conditioned upon such policy being kept 
in continudus force, or without de- 
linquency, during such period. 

Answering your inquiry with refer- | 
ence to this particular subject, first, I 
will say that our principal objection to | 
this or a similar provision in a policy 
iszued in this State is that as a practical 
proposition it is almost impossible for a | 
policpho‘der to maintain a policy in con- 
tinuous’ benefit and without delinquency 
througheut’ 2 period of .120 consecutive 
payments. Where the policyholder has 
to remit premiums by mail to the home 
office or a specified branch office of the 
company issuing the policy, the chance 
of becoming delinquent necessarily is 
increasec. In fact the chance of a} 
policyholder keeping the policy in force 
continuously and without delinquency | 
through this period is so very remote | 
that I believe it to be to the interest | 
of the- insuring publi¢ to eliminate such | 
provisions entirely from policies issued | 
in this State undér chapter 14521, Laws | 
of Floricia. 








} of the State of Illinois to certify to such 


| above company and the I[linois Bankers 


by the msurance superintendent in trust | 
for the protection of policyholders, the} 
stock company receives the securities | 
subject to that condition even though} 
title is transferred to it. The opinion| 
follows in full text: 


Stock Company Maintains 





Deposit as Required by Act 


I have your letter.in which you state | 
that the Illinois Bankers Life Associa- 
tion of Monmouth, Ill, an assessment 
life ccmpany, has deposited with your! 


| department from time to time securities 


which at the present time total approx- 
imately $1,003,000, said deposit having | 
been made under the provisions of the| 
act of the general assembly of Illinois} 
entitled 

“An act to permit any insurance cor- | 
poration, company, association or other} 
organization authorized to do an insur-| 
ance business in this State to deposit} 
securities with the insurance superin- | 
tendeat of the State of Illinois, to sub-| 
stitute other securities therefor, and to| 
authorize the insurance superintendent | 


deposits.” approved June 25, 1915. | 
You enclose with your letter a copy of | 
the contract of reinsurance between the! 


Life Assurance Company, a stock legal 
reserve corporation, 0 ized er “an 
act to organize and rdrulate the busi- 
ness of life insurance,” approved Mar. 
26, 1569, as subsequently amended,| 
which contract of reinsurance was ap- 
proved hy your department on Nov. 19, 
1929. You state that this stock com-| 
pany raintains.a deposit of $100,000 as 
required by the act under which it is| 
orgar ized. é 

You call my attention to the language 
of section 2 of the contract of reinsur-| 
ance, which is as follows: 

“Section 2. It is agreed that upon this | 
contract becoming effective, as herein- | 
after set forth, the said association shall, 





auth. rized to do business in this State 
under the laws thereof.” 

You will note therein that any con- 
tract of reinsurance must be approved, 
after being duly submitted to, by a two- 
thirds vote of a meeting of the policy- 
holders of such association, and that. it 
then provides for the transfer of any 
member, certificate or policyholder of 
the association . vho thal file’ with the 
secretary of the association, within 10 
days after the meeting, a Yritten notice 
of his - preference be 
some other corporation than that. named 
in the contract. 


In the case of Goodall, et al. v. Cook, 
et al., 203 Ill. “App. 69, the court con- 
siders the identical language of section 
16 with reference to its application to 
the rights of a.member. In the opinion 
on »ege 74 it uses this language: 

“The provisions of the statute with 
reference to the transfer of members or 
risks in an accident association or the 
character here involved enier into and 
become a part of the contract of trans- 
fer just the same as though the provi- 
sions of the statute were written into 
the articles of transfer.” (Citing cases.) 


This proposition of law has been 
adopted in several other cases, two ‘of 
which are found in the supreme court. 
It must, therefore, be established that 
the provisions of section 16 are likewise 
part of the contract of reinsurance be- 
tween the Illinois Bankers Life. Asso- 
ciation and the Illinois Bankers Life 
Assurance Company. That being true, 
the members themselves adopted the 
provisions of said section 16 when they 
approved the contract of reinsurance 
and in effect bound themselves to notify 
the secretary of the association within 
10 days after the meeting if they de- 
sired a transfer of their membership 
to some other company than the Illinois 
Bankers Life Assurance Company. 


Proper Deeds of Transfer 
And Assignment Necessary 


It is my opinion, therefore, that it is 
not necessary that your department: ob- 
tain an order from a court of competent 
jurisdiction before the transfer of own- 
ership may be legally effected, but it 
is necessary that you obtain the proper 
deeds of assignment and transfer, or 
certified copies thereof, before you can 
recognize such change in ownership. 

You likewise ask my opinion as to 
whether or not the provisions of ‘the 
voluntary deposit act of 1915, the title 
of which is above cited, will govern the 
maintenance of the deposit made tnder 
said act after transfer of title to the 
stock company has been properly effected. 
The act of 1915 referred to consists of 
one paragraph and provides in substance 
that any insurance corporation, company, 
association or other organization auth- 
orized to do an insufance business may 
deposit with the insurance superintendent 
of the State of Illinois securities and that 
the insurance superintendent shall re- 
ceive such securities and hold the same 
in trust for the equal benefit and pro- 
tection of all the policyholders or mem- 
bers _of such corporation, company, 
association or organization. This act is 
a publi¢ statute and as such must like- 
wise become a part of the contract of 
reinsurance entered into. (Bolles v. 
Mutual Reserve Life Association, 220 IIl., 
400 and 408.) 


Since the securities are held by the 


transferred to ' 


by proper deeds of assignment and trans- | insurance superintendent in trust for the 


| fer, convey and set over to the said com- 


Ruling Is Defended |pany all of its assets, moneys, notes, 


I do not believe any reasonable ob-| bonds, mortgages, securities, judgments, | 


jection can be offered to the special pro-| choses in action, real property and prop- | 
vision ircorporated in our circular of|erty of every kind and character and} 
20th instant with regard to the statute|wheresoever situated, belonging to the | 


| benefit and protection of all the policy- 
| holders the stock company receives such 
securities subject to that condition, and 
the securities so deposited with your 
department by the assessment company 


of limitations as no provision in a policy | 
which may be in conflict with the laws 
of the State can be valid. | 

Regarding the third paragraph to} 
which you spevifically object and which | 
reads as follows: 

“All provisions of this policy limiting | 
or avoicing liability shall be construed 
stricily against the company, and lib- 
erally if favor of the insured. If there} 
are any conflicting clauses in the policy, | 
the oae which affords the most protection | 
to the insured shall control.” 

I believe you are under a misapprehen- 
sion as to the purpose and effect of this | 
clause, It is not intended to prevent the | 
issuance of limited accident and health 
policies. The two principles of law in- | 
corporated in the paragraph above quoted 
already apply to every insurance con- 
tract issued in this State and the very 


language of the paragraph is taken from | 


decisions of the Supreme Court of Flor- | 
ida. (Palestine Insurance Co. v. Whit- 
field, 73 Fla. 716, 74 So. 869, and Queen 
Insurance Company v. Patterson Drug 
Company, 73 Fla. 665, 74 So. 807.) 


court has held that ambiguous or doubt- 
ful provisions in an insurance policy | 
must be construed strictly against the 
company and liberally in favor of the 
insured. In requiring the paragraph 
above quoted to be printed on or attached 
to policies issued in this State under 
chapter 14521, Laws of Florida, this de- 
partment is not announcing any new or 
doubtful proposition of law and I can see 


no substantial reason why it should not | 


appear in the policies of this nature is- 
sued in Florida. 
Replies to Objections 


I will confine this letter principally to | 
a discussion of the two paragraphs in| 


our circular of the 20th to which you 
have specifically objected and will be 
glad to give your company or any other 
company objecting to any part of said 
circular an opportunity to be heard at 
the earliest date you can arrange to 
present your reasons for desiring modifi- 
cation of any or all of the provisions 
of said circular. 

Referring again to the “paid-up” pro- 
vision which you are now using in some 
of your policy forms you say “we are 
charging a higher rate and setting aside 
a certain percentage of our collections 
to pet those that pay it up for the 
full 10 years.” 

I am not acquainted with your rates 
in this particular case, but the annua! 
statement of your company for the year 
ended Dec. 31, 1928, does not show any 
special reserve on account of this class 
of policy, merely the usual unearned 
premium reserve as computed by health 
and accident companies generally. 

Kindly let me know as early as pos- 
sible when you desire to be heard on any 
or all of the matters referred to in this 
letter and our circular of Dec. 20, in 


In | 
numerous other cases our State supreme | 





. order that , may arrange a date to suit 


said association.” 


Language Itself Does 
Not Transfer Securities 


You ask my opinion whether or not the 
provisions of said section 2 above quoted 
will be sufficient authority for your office 
to show on its records the transfer of 
ownership of the securities and to honor 
the requisitions of the stock company 


for withdrawal or substitution of these | 
securities, or whether your office would 


be required to insist upon an order of a 
court of competent jurisdiction before 
your office could legally give effect to 
the transfer of ownership. 

You will note that the langage of sec- 


tion 2 above quoted does not in itself; 


transfer the securities, but merely agrees 
that if the contract of reinsurance be- 
comes effective, then the association “by 
proper deeds of assignment and transfer” 


will “convey and set over to the” stock | 


company all of its securities, ete. It is 


necessary, therefore, in my opinion, be-| 
fore your office can indicate on the rec-| 


ords the transfer of ownership of the se- 
curities and before your office can honor 
the requisitions of the stock company 
for withdrawal or substitution that the 
proper deeds of assignment and transfer 
be filed, or certified copies thereof, with 


| the insurance division of this State. 


The provisions of section 16 of the act 


|} of 1893 under which the first named as- 


sociation was organized reads as pl- 
lows: ( 

“Section 16. How May Transfer Vits 
Risks: No such corporation organized 
under the laws of this State shall trans- 
fer its risks to, or reinsure them in any 
other corporation, unless the contract of 
transfer or reinsurance is first submit- 
ted to and approved by a two-thirds vote 
of a meeting of the insured, called to 
consider the same, of which meeting a 
written or printed notice shall be mailed 
to each member, certificate or policy- 
holder at least 30 days before the day 
fixed for such meeting. If such transfer 
or reinsurance shall be approved, every 
member, certificate or policyholder of 
the corporation, who shall file with the 
secrecary thereof, within 10 days after 
the meeting, a written notice of his pref- 
erence to be transferred to some other 
corporation thar that named in the con- 
tract shall be accorded all the rights 
and privileges, if any, in aid. of such 
transfer as would have been accorded 
undcr the terms of such contract, had he 
been transferred to the corporation 
named therein. 


Contract of Reinsurance 
Must Be Given Approval 


“No such corporation organized under 


| the laws of this State skall transfer its 


risks or assets, or any part thereof to 
or reinsure its risks, or any part thereof, 


| in ai.yv ins! “cnce corporation of any other 


State or country which is not at the 


| time of such transfer or reinsurance 


| must remain in the hands of the superin- 
tendent of insurance in trust likewise 
for the protection and benefit of the 


| transferred to the stock company and 
the conditions of maintaining this deposit 
and the obligations of the association 


policyholders even though title has been | 


-- Congress That 
Causes Economic Los 
$1,000,000,000 Yearly 


Pointing out the necessity for estab- 
lishing whole-timé ‘health serviee units 


in various loc throughout the Na- 

tion to advance i in in- 

suring to commiuhities a well-balanced, 
gen 


comprehensive a éral program to 
combat the spi g of contagious. aiid 
infectious diseases, was the aim of a re- 
port recently made to: Congress by Sur- 
'geon General H. S. Cumming, of the 
United States Public Health Service. 


The report cites the succéss of the 83 
county health departments established in 
the Mississippi flood area in 1927 pre- 
venting outbreaks of disease which 
threatened to follow the flood recession. 
The health stations also provide the best 
practicable means for averting interstate 

; and intrastate spread. of disease, the re- 
port stated. The summary of the report 
issued by the United States Public Health 
Service, follows in full text: 

The work of the Public Health Service 
in connection with the control of the in- 
terstate spread of disease is explained in 

ja report recently made to Congress by 

| Surgeon General H. S. Cumming. 


Attraet Attention 

The 83 county health departments 
which were established in the area af- 
fected by the Mississippi flood of 1927 
havevheen effective in averting outbreaks 
of disease which threatened to follow the 
wake of the flood. The success of this 
plan in meeting such an emergency has 
attracted the favorable attention of 
health authorities in this country and 


THURSDAY, 


| Careful Study to 


of 





abroad. 

As a result of more than 15 years’ 
experience in endeavoring to apply prac- 
tical public health knowledge to the com- 
munity and the home, public health au- 
thorities are agreed that the best results 
can be secured through the establish- 
ment of whole-time local health service 
in the rural sections where such work 
is most urgently needed. County health 
organizations provide the machinery 
through which all public health activities 
may be conducted in proper sequence and 
in proper relation one to the other, 
thereby. insuring to communities a well- 
balariced, comprehensive and_ general 
program of public health work well 
adapted to their needs. They also afford 
the best practicable means: for prevent- 
ing the. interstate and intrastate spread 
of disease. 


Cooperation Received 
During the fiscal year just completed, 
the Public. Health Service cooperated in 





204 counties located in 17 States. At the 
présent rate of progress, however, about 
See venre will be required before all of 
the -rural* communities im. the, United 
‘States will be receiving adequate health 
service, the lack of which.is now 1re- 
sponsible for an annual economic loss of 
more than $1,000,000,000. 

The trachoma eradication work con- 
ducted by the Public Health Service was’ 
continued during the past year. Three 
smait trachoma hospitals have been in 
operation in three States. The estab- 
lishment of several county) health de- 
partments in trachomatous areas has 
aided greatly in the location and follow- 
up of cases and in the dissemination of 
knowledge regarding the prevention and 
eradication of this disease. 

Satisfactory cooperation has been re- 
ceived by the Service from State health 
departments, conservation commissions 
and representatives of the shellfish in- 
dustry in connection with measures to 
insure the sanitary control of shellfish in 
interstate traffic. No outbreaks of dis- 
ease due to infected shellfish occurred 
during the year. j 

Measures for insuring safe water and 
milk supplies on trains and vessels en- 
gaged in interstate traffic have been con- 





with reference thereto pass to the stock 
company with the title thereto, 


Massachusetts 
H. 25. Bill (accompanying 24, recom- 
mendations of the commissioner of insur- 
ance) relative to the causes for which the 


be terminated and to the examination of 
| such societies; insurance. 

H. 26. Bill (accompanying 24, recom- 
mendations of the commissioner of insur- 
ance) extending the time for the filing of 
complaints in respect to the cancellation 
of motor vehicle liability policies and 
bonds; insurance. 

H. 27. Bill (accompanying 24, recom- 
mendations of the commissioner of insur- 
}ance) relative to the suspensions of clas- 
sifications of risks and-schedule of premium 
charges fixed and established under the 
compulsory motor vehicle liability insur- 
ance law; insurance. 

H. 28. Bill (accompanying 24, recom- 
mendations of the commissioner of insur- 
ance) relative to deposits with the State 
Treasurer by domestic insurance companies 
transacting workmen’s compensation insur- 
ance and to the avoidance of workmen’s 
compensation policies; insurance. 

H. 29. Bill (accompanying 24, recom- 
mendations of the commissioner of insur- 
ance) relative to the examination of savings 
banks transacting life insurance; insurance. 

H. 30. Bill (accompanying 24, recom- 
mendations of the commissioner of insur- 
ance) relative to the admissibility of re- 
ports of examinations of the commissioner 
of insurance in proceedings against insur- 
ance companies, fraternal benefit societies 
and savings and insurance banks; insur- 
a 





nce. 
H. 31. Bill (accompanying 24, recom- 


Bills Introduced in 
State Legislatures 


authority of fraternal benefit societies may | 


tinued with cordial cooperation from 
State and municipal health departments 
and railroad and steamship companies 


H. 35. Bill (aceompanying 24, recom- 
mendations of the commissioner of insur- 
ance) relative to the allowance and accept- 
jance of rebates on premiums on policies of 
insurance; insurance. 


H. 36. Bill (accompanying 24, recom- 





mendations of the commissioner of insur- 
ance) relative to the incorporation of fra- 
ternal benefit societies; insurance, 


H. 60. Bill (accompanying 56, recom- 
}mendations of the department of public 
works) regulating the cancellation of motor 
| vehicle liability policies for failure to pay 
; any sum on account of premiums; insur- 
| ance, 

H. 72. Petition of Harry J. Payne and 
others for the incorporation of the Mas- 
| sasoit Life Insurance Company with author- 
| ity to transact life and endowment insur- 
ance in the City of Boston; insurance. 


H. 73. Petition of Melville F. Heath and 
others for the incorporation of the National 
| Protective Life Insurance Company with 
authority to transact life and endowment 
insurance in the City of Boston; insurance. 

H. 74. Petition of Charles A. Harrington 
for the incorporation of the Paul Revere 
Life Insurance Company with authority to 
transact life and endowment insurance in 
the City of Worcester; insurance. 

H. 75. Petition of A, Robert Goodman 
and others for the incorporation. of the 
Universal Life Insurance Company with 
authority to transact life and endowment 
insurance in the City of Boston; insurance. 

H. 87, Petition of Ignatius J. O’Connor 
that the use of districts or zones be pro- 
hibited in connection with the establish- 
ment by the commissioner of insurance of 





mendations of the commissioner of insur-| classifications of risks and premium-charges 
ance) relative to the computation of in-| under the law relative to compulsory in- 


oans or premiums; insurance. 
Bill (accompanying 24, recom- 
mendations of the commissioner of insur- 
ance)- relative to the authority of domestic 
mutual insurance companies to issue or ex- 
ecute motor vehicle liability policies and 
bonds; insurance. 

H. 33. Bill (accompanying 24, recom- 
mendations of the commissioner of insur- 
ance) to prohibit domestic insurance com- 
panies from insuring lives, property or in- 
terests in States in which they are not au- 
thorized to transact business, and further 
to prohibit the transaction of business in 
behalf of unlicensed foreign insurance com- 
| panies; insurance. 
tt ee 34. Bill (accompanying 24, recom- 
| mendations of the commissioner of insur- 
|} ance) to prohibit the printing or publica- 
tion of advertisements for or on behalf of 
unlicensed insurance companies and fra- 
ternal benefit societies; insurance, 


on policy } 
H. 


surance. 

H. 88. Petition of Roland D. Sawyer for 
repeal of the act requiring owners of cer- 
tain motor vehicles and trailers to furnish 
security for their civil liability on account 
of personal injuries caused by their motor 
vehicles and trailers; insurance. 

H. 136. Petition of Richard W. Hale 
and others that mutual insurance companies 
be authorized to cancel or refuse insurance 
under the law’relative to compulsory in- 
surance by owners of motor vehicles; in- 
suranee. 

_H, 89. Petition of M. A. O’Brien Jr. rela- 
tive to the crime of arson and the punish- 
ment of persons who set fire to buildings. 
.;conveyances and various other kinds of 

property; judiciary, joint. 


= by domestic life insurance companies| surance by owners of motor vehicles; in- 





_H. 95. Petition of M. A. O’Brien Jr. rela- 
tive to the satisfaction of judgments 
against negligent operators of moter. ve- 
hicles and to the licenses of such opgeatorss 
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ple have become picture-minded to \an 
unusual de from regular exposure to 


tioner, gk 

There is a great variation in the qual- 
ity of teachers, but we have had long ex- 
perience in handling the training of 
youth in the schoolroom with the book, 
the blackboard, the class, the é¢xamina- 
tion and the teacher. We have found too 
that only about so many stddents can 
well be taught by a single ‘teacher. Now 
it is possible to have a great teacher give 
instruction for all of the students in a 
given grade in all of. the schools ina 


single community or State. 
Classroom Teacher 


the moving pictures. In the ordinary 
schoolroom we' try to use both the eye 
and the ear and to combine the use of 
the book ‘and the personality of the 
teacher. Books alone are not sufficient. 
There must go with these books the in- 
terpreter, the analyzer and the ques- 
Will Not Be Displaced 

There is no possibility of replacing the 
classroom teacher, but there is the chance 
that some one with special qualities of 
voice and personality may be able to 
project himself or herself into the think- 
ing and ¢raining of thousands of youth. 
Suppose, for instance, that in the: re- 
mote one-teacher rural school the major 
portion of the teacher’s energies could be 
devoted to inculcating skills in hand writ- 
ing, spelling, arithmetic and reading, and 
that the inspiration for the study of lit- 
erature, American history, and element- 
ary: science could come from famous 
teachers. : . 

Imagine again that the incentive to 
interest in good music and in fine art 
could come to these children from men 
and women of world-wide reputation. 
What a saving in time and increase in 
the efficiency of that teacher this would 
mean! It is a multiplication of human 
power that is staggering in its possibili- 
ties. We can see new ideas and methods 
of approach to a subject spread through- 
out a whole nation within a short space 
of time, 

Such great power demands great cau- 
tion in its use. We are beginners in this 
field and must think in modest terms. 
We must be contented to go slowly and 
try many experiments if we are to have 
steady progress and safety in the use of 
the radio in all education, but especially 
in public-school education. 

It is fortunate that we have at the 
present time great. broadcasting compe | 
nies interested in bringing the radio into 
the schoolroom and that we have aj} 
number of educational institutions with | 
control over certain wave lengths ready 
to render a like service. America has 
been great in education because it has 
had a variety of educational institu- 
tions. 


At the basis of our whole educational 
scheme is the tax-supported public school 
available to all children, and the control 
of these public schools by units of the 
city, the county and the State. It has 
given not only variety, but safety. It 
has permitted great freedom of experi- 
mentation and very striking progress, 
since success in one community can be} 
readily imitated in others. 


It would be a great advantage if we’ 
could have carefully controlled studies 
made of just what the radio can do. 
Great broadcasting companies are willin 
to do their share. One field of researe 
which might be undertaken by the broad- 
casting companies jointly has to do with 
an investigation of those qualities of the | 
human voice and those types of com- 
position which broadcast most effectively. 


Contribution of Funds 
For Investigation Proposed 


A grant of funds could well be made | 
by the commercial interests or some 
philanthropic individual to some univer- 
sity which has a good school of speech 
and a first rate department of psychology. 
Private funds could well be used to back 
up the programs of others who have 
some special interest which should be 
developed along educational lines, such 
as music, drama, culture, political science, 
etc. 

Independent private institutions with 
sufficient funds for educational and cul- 
tural experiments could render the same 
great service in the field of radio edu- 
cation that they have in all American 
education. We do not yet know what 
the best methods are in education by the 
radio. We do not know how to discover 
them except Ly experimentation, nor | 
how to choose the proper teachers for | 
this special work except by trial. 

We do not know how best to handle 
drama, literature, etc. We have already | 
discoverea that there is much interesting 
broadcasting possible in the field of 
political science, history and music. My 
hope is that we can continue the work 
that is now going forward and inaugu- 
rate under conditions of great freedom 
with adequate funds further experi- | 
mentation under the guidance of those 
who cannot be considered as having a 
commercial viewpoint. 

Personally, I should like to see just 
what could be done for several thousand 
illiterate families by Poviding them 
with a radio and a special service for a 
period of months. It would be a novel 
experience to become literate without : 
being able to write or read, using utepats 
in the sense of becoming informed an 
able to follow what is going on in the 
world about one. Here is an oppor- 
tunity for some one to-unite his interest, 
enthusiasm, and financial resources with 
some university which has a well de- 
veloped department of sociology. 

I have already indicated the signifi- 
cance of the radio and the necessity of 
some means Of checking results as well 
as devising experiments in educational 
procedure. Control can not come through 
any individual or institution or any gov- 
8, SSS Se 
judiciary, joint. 

H. 140. Petition of Edward J, Kelley for 
an increase in the maximum and minimum 
amounts of compensation payable to persons 
injured in industrial accidents; labor and 


industries. 
Petition of Edward J. Kelley that 








H. 141. 
the compensation payable to persons in- 
jured in industrial accidents be paid from 
the day of injury; Labor and Industries. 

H. 103. Petition of the Fraternal Order 
of Eagles for the establishment of a sys- 
tem of old age assistance and the creation 
of a-division of old age assistance in the 
department of public welfare; pensions. 

H. 104. Petition of Wendell P. Thore for 
the establishment of a system of noncon- 
tributory old age pensions with an old agé 
pension bequest fund to ycoeee citizens 
from want | old age; pensions. 


ws 


ermental’ agency alone. It must evolve 
from the experience of the industry and 
the creation of controlling ideals and 
principles. 

There is a gratifying tendency to 
cleanse the air of unsavory broadcasts of 
all sorts. The Commonwealth Club of 
San Francisco recently reported a study in 
which over 7,000 people returned answers 
to 20 lead questions. Seventy-six per 
cent asked for educational programs, 84 
per cent asked for more semi-classical 
music; 57 per cent reported that they 
listened to book reviews, and, says the 
report, “We found a tidal wave of in- 
dignation against jazz.” It is important 
that the truth be presented over the 
radio. You have often heard individuals 
say: “I saw it in print,” as if that 
were a finality. 


Broadcasting Agencies 
Must Create Confidence 


Some of us know how many untruths 
appear in print. Now we will hear: “I 
heard it over the radio.” It there is 
to be the confidence back of that expres- 
sion, then there must be an informed 
and understanding management of all of 
the broadcasting agencies. This becomes 
increasingly important in the field of 
juvenile education. 

The advisory committee on edugation 
by radio, which I appointed last Summer, 
has been at work gathering data during 
the last four or five months. The splendid 
attendance at meetings of this commit- 
tee on the part of busy people and the 
excellent cooperation which it received 
from the radio industry, the broadcasters, 
educators, and the public generally, are 
most encouraging. 

A conference called yesterday in New 
York under the auspices of the Carnegie 
Corporation, which interests itself pri- 
marily in the problem of adult educa- 
tion, brought together some of the 
busiest of our people whose vocational 
interests are most divergent and whose 
residence extends all the way from the 
Atlantic coast to the Pacific. That such 
men will assemble to consider a prob- 
lem of this kind indicates that the Amer- 
ican people has not lost its genius for 
meeting problems as they arise and in 
my mind augurs well for the solution 
of the pressing social and educational 
problems of the rise and rapid develop- 
ment of this new industry. 

If we can all be unprejudiced, open 
minded and patient I think that we can 
gradully unfold a constructive and na- 
tion-wide educational radio plan and pro- 
gram which will give us immeasurable 
benefits from this new achievement of 
science. 

(The foregoing is the full text of a 
radio address, delivered over WRC ‘and 
affiliated stations of the National Broad- 
casting Co., on Jan. 7 in behalf of the 
Voters’ Service of the National League 
of Women Voters.) 


Bills and Resolutions 
Introduced in Congress 


Title 2—The Congress 

H. J. Res. 114. Mr. Parker, N. Y. To au- 
thorize the Committee on Interstate and 
Foreign Commérce to investigate ownership 
and control or capital interests in any com- 
mon carrier engaged in interstate commerce; 
Rules. 

H. R. 8148. Mr. Collins, Miss. Authoriz- 
ing the Secretary of the Treasury to pay 
to the Joint Committee on the Library the 
sum of $1,500,000 for the purchase of the 
collection of 3,000 incunabula to be de- 
posited in the Library of Congress and 
known as the Herbert Putnam collection 
of incunabula; Library. 


Title 5 — Executive Depart- 
ments and Government Of- 


ficers and Employes 
H. R. 8150. Mr, Hamnter, N. C. Provid- 
ing. for counting and allowing all service 
rendered as civilian employes of the 
Quartermaster Department fixing rights 
under retirement; Civil Service. 


Title 10—Army 


H. R. 8159. Mr. James, Mich. To au- 
thorize appropriation for construction at the 
United States Military Academy, West 
Point, N. Y.; Fort Lewis, Wash.; Camp Ben- 
ning, Ga.; Military Affairs. 

H. R. 8160.. Mr. James, Mich. To au- 
thorize appropriation for construction at 
Fort Snelling, Minn.; Camp Dévens, Mass.; 
Military Affairs. : 

H. R. 8162. Mr. James, Mich. To amend 
the act entitled “An act to repeal and re- 
enact chapter 100, 1914, Public No. 108, to 
provide for the restoration of Fort Mc- 
Henry, in the State of Maryland, and its 
permanent preservation as a national park 
and perpetual national memorial shrine 
as the birthplace of the immortal Star- 
Spangled Banner, written by Francis Scott 
Key, for the appropriation of the necessary | 
funds,” approved Mar. 3, 1925; Military 
Affairs. 

H. R. 8147. Mr. Tarver, Ga, To au- 
thorize the Secretary of War to erect one 
marker for the graves of 15 Confederate 
soldiers killed in action and buried in the 
Lafayette Cemetery at Lafayette, Ga., in 
lieu of separate markers as now authorized 
by law; Military Affairs. 


| Title 12—Banks and Banking 


S. 3013. Mr, Sheppard. For the payment 
of the expenses of the Federal Farm Loan 
Board by the United States; Banking and 
Currency. 


Title 14—Coast Guard 


H. R. 8156. Mr. Hoch, Kans. To change 
the limit of cost for the construction of 
the Coast Guard Academy; Interstate and 
Foreign Commerce. 


Title 16—Conservation 

H. J. Res, 192. Mr. Davila, P. R. Extend- 
ing the provisions of sections 1, 2, 6, and 7 
of the act of Congress entitled “An act to 
rovide for the protection of forest lands, 
or the reforestation of denuded areas, for 
the extension of national forests, and for 
other purposes, in order to promote the 
continuous production of timber:on lands 
chiefly suitable therefor,” to the Territory 
of Porto Rico; Agriculture. 


Title 22 — Foreign Relations 


and Intercourse 
S. J. Res. 115, Mr. Moses. 
the appointment of an ambassador 
Poland; Foreign Relations. 


Title 23—Highways 


H. J. Res. 187. Mr. Carter, Calif. To 
create the Transcontinental Highway Com- 
mission; Roads. 

H. R. 8140. Mr. Moore, Va. To provide 
fer policing of military roads leading out of 
the District of Columbia; Military Affairs. 


Title 25—-Indians 


H. R, 8144. Mr, Peavey, Wis. To pro- 
vide that the act of Jan. 14, 1889 (25 Stat. 
L. 642), shall not be construed as to debar 
any Chippewa Indian by blood from enroll- 
ment with the Chippewa Indians in Minne- 


Authorizing 
to 


, é 
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Census Supervisor Named 


For Four Counties in Ohio 


Appointment of James E. Kinnison, of 
Canton, Ohio, to be census supervisor 
for the counties of Holmes, Stark, Tus- 
carawas and Wayne, in Ohio, was an- 
nounced ‘an. 8 by the Bureau of the 
Cgnsus in a statement made public by 
the Department of Comme’ce, Mr. Kin- 
nison’s headquarters are to be at Canton, 
the :tatement said. 


On ee 


sota, under the provisions of said act by 
reason of the absence of the ancestor from 
the .reservation or tribal territory in Min- 
nesota; Indian Affairs, 


Title 28—Judicial Code and 
Judiciary 

H. R. 8166. Mr. Schafer, Wis. To amend 

section 481, title 19, United States Code; 
Ways and Means. 

H. R. 8189. Mr. O’Connor, La. Providing 


a nautical school at the port of New Or- 
leans, La.; Naval Affairs. 


Tit 31—Money and Finange 

S. 3018. Mr. McMaster. Authorizing an 
appropriation for the erection of a monu- 
ment at Sturgis, S. Dak., in honor of 
Charles Nolin; Library. 


Title 33—Navigation and Navi- 
gable Waters 


S. 3010. Mr. Hawes. To amend the act 
entitled “An act for the control of floods on 
the Mississippi River and its tributaries,” 
approved May 15, 1928; Commerce. 

H. R, 8161. Mr. James, Mich. To au- 
thorize appropriation for construction of 
paren at Fort Benning, Ga.; Military Af- 
airs. 

H. R. 8141. Mr. Morehead, Nebr, To ex- 
tend the times for comméncing and com- 
pleting the construction of a bridge across 
the Missouri River at or near Rulo, Nebr.; 
Interstate and Foreign Commerce. 

H. R, 8142. Mr. Morehead, Nebr. To ex- 
tend the times for commencing and com- 
pleting the construction of a bridge across 
the Missouri River at or near Brownsville, 
Nebr.; Interstate and Foreign Commerce. 

H. R. 8143. Mrs. Oldfield, Ark. Granting 
the consent of Congress to the Arkansas 
State highway commission to construct, 
maintain, and operate a toll bridge across 
the Black River at or near Pocahontas; In- 
terstate and Foreign Commerce. 

H. R, 8165. Mr. Kendall, Pa. -To extend 
the time for commencing and completing 
the construction of a bridge across the 
Monongahela River at or near Fayette City, 
Fayette County, Pa.; Interstate and Foreign 
Commerce. { 


Title 38 — Pensions, Bonuses, 


and Veterans’ Relief 

S. 3017. Mr. McMaster. To amend the 
World War veterans’ act, 1924, as amended 
relating to the disappearance of disabled 
veterans receiving compensation; Finance. 

H. R, 8155. Mr. Free, Calif. To amend 
secion 301, World War veteran’s act, 1924, 
of amended; World War Veterans’ Legisla- 
tion. . 

H. R. 8164. Mr. Hopkins, 


o. To amend 


+ 


the World War adjusted compensation act, é 


as amended; Ways and Means. 

H, R. 8152. Mr. Johnson, Okla. To pro- 
vide for the payment of compensation to 
disabled World War veterans in certain 
cases; World War Veterans’ Legislation. 


Title 39—The Postal Service 


H. R. 8137. Mr. Mansfield, Tex. To amend 
section 2 of the’ Post Office Department ap- 
propriations act for 1913, respecting Post 
Office Department contracts, and. respecting 
statements of ownership of publications; 
Post Offices and Post Roads. 


Tithe 40 — Public Buildings, 
Property, and Works 


S. 8012, Mr, Jones. For the erection of 
a Federal building at Colville, Wash.; Pub- 
lic Buildings and. Grounds. 

S. 3043. Mr. Ransdell. Authorizing the 
establishment of a national hydraulic lab- 
oratory in the Bureau of Standards of the 
Department of Commerce and the construc- 
tion .of a building therefor; Commerce. 

H. FR. 8151. Mr. Johnson, Okla. To con- 
struct a public building for a post office at 
the City of Waurika, Okla.; Public Build- 
ings and Grounds. 

H. R. 8153. Mr. Bowman, W. Va. To 
provide armory facilities for the National 
Guard of the District of Columbia; Public 
Buildings and Grounds. 


Title 43—Public Lands 

H. R. 8154. Mr. Colton, Utah. Providing 
for the lease of oil and gas deposits in or 
under railroad and other rights of way; 
Public Lands. 

H. R. 8158. Mr. James, Mich. To au- 
thorize the exchange of certain land in 
Detroit, Mich., in connection with the east- 
erly boundary line of the Fort Wayne Mili- 
tary Reservation; Military Affairs. 

H. R. 8163. Mr. Colton, Utah. To facili- 
tate the administration of the national 
parks by the United States Department of 
the Interier; Public Lands. 

H. R, 8145. Mr. Schneider, Wis. To au- 
thorize the Secretary of the Interior to 
investigate and report to Congress on the 
desirability of the acquisition of a por- 
tion of the Menominee Indian Reservation 
of Wisconsin for the establishment of a na- 
tional park to be known as Menominee Na- 
tional Park, combining therewith an ap- 
praisal of said property; Public Lands. 


Title 44—Public Printing and 


Documents 

H, Con. Res. 17. Mr. Schafer, Wis. To 
print, with accompanying illustrations, the 
proceedings upon the unveiling of the 
statues of Pulaski and Kosciusko in Wash- 
ington, D. C., May 11, 1910; Printing. 

H..J. Res. 190. Mr. Beers, Pa. To pro- 
vide for the printing with illustrations and 
binding in cloth of 130,000 copies of the 
Special Report on the Diseases of the 
Horse; Printing. ’ 

H. J. Res. 191. Mr! Beers, Pa. To pro- 
vide for the printine with illustrations and 
bound in cloth 130,000 copies of the Special 
Report on the Diseases of Cattle, Printing. 


Title 46—Shipping 

H. R. 7998. Mr. Free, Calif? Amending 
the merchant marine act by decreasing rates 
of interest on loans during the period of 
construction and during the period of op- 
eration of vessels in foreign trade; Mer- 
chant Marine and Fisheries. 


Title 48—Territories and inom 


lar Possessions 


8. J, Res. 113. Mr. Bingham. Requesting 
the President to call a conference on the 
Philippine question; Territories and Insular 
Affairs. 

H. R, 7984. Mr. Houston, Hawaii. For 
approval by Congress of Act No. 29 of the 
Session Laws of 1929 of the Territory of 
Hawaii, authorizing the manufacture, main- 
tenance, distribution and supply of electric 
current for light and power within Hanalei, 
T. H.; Territories. 


Title 49—Transportation 


S. 2912. Mr. Goff. To regulate the ship- 
ment in interstate or foreign commerce and 
transmission through the mails of devices 
and informatiqn for the duplication of keys 
for locks from the lock number; Interstate 
Commerce. 

H. R. 7954. Mr. Parker, N. Y. To regu- 
late interstate commerce by motor vehicles 
operating as common carriers of persons on 


the public highways; Interstate and Foreign 


Commerce. 
S. 2995. Mr. Robinson, Ind. To amend 
paragraph (1) of section 22 of the inter- 


state commerce act, as amended, by provide 
ing for the carrying of members of the mili- 
orces at reduced rates; In- 


tary or naval 
terstate Commerce. 


H. R. 8157. Mr. Hudson, Mich. To amend 
the act entitled “An act to regulate inter- 
state transportation of black bass, and for 


other purposes, approved May 20, 1926"; 
Interstate and Foreign Commerce, ‘ 


. 


( 





WENTY-FIVE HUNDRED or more 
years ago, Thales, rubbing a piece 
of amber with cloth, found that it 
attracted feathers and leaves. Several 
hundred years later, Pliny found mys- 
terious powers imprisoned also in the 
lodestone. Thus began a chain of de- 
velopments, first separated by centu- 
ties, then by generations, by decades 
—culminating in the experiments of 
Franklin and the construction of the 
electiic battery by Volta. 3 
But the electric industry was really 
born in 1821, little more than a cen- 
tury ago. On September 4th of that 
year, Michael Faraday performed an 
experiment which demonstrated that 
electric power could be turned into 
mechanical power —and vice versa. 
In a cup of mercury, he placed a mag- 


netized needle, fastening one end toy, 


the bottom of the cup so that the 
needle floated-upright. Then, a wire 
was lowered into the mercury. Con- 
necting a battery to this wire and the 
mercury caused the needle to rotate 
around the wire. From this principle 
of electromagnetic rotation, ten years 
later he developed apparatus that ac- 


Per cent of American Industry Electrified 


tually generated electricity. These ex- 
periments formed the basis for the 
succession of marvels that Thomas 
A. Edison and others have since 


Mankind’s Master Servant 


ELECTRIC 
LIGHT & POWER 


1928 
Capitalization $10,300,000,000 
- $1,908,900,000 
Employees . . . 285,000 
Customers. . . 23,400,450 


Revenue 


revealed to a world that has been 
quick to put them to a thousand uses. 


New Frontiers in the Electrical World 


In 1903, the first large turbogen- 
erator was built, with 25,000 kilowatt 
capacity. To-day there are many single 
units of 50,Q00 kilowatts, some com- 
bined units of 100,000, while one of 
208,000 has recently been put into 
operation. The ultimate capacity of the 
new State Line Power Plant adjacent to 
Chicago will be 1,000,000 kilowatts. 

Electricity is the basis for the radio, 
talking motion pictures, and the com- 
ing wonders of television. It is a most 
valued agency in the manufacture of 
metals and chemicals, in 
making certain metals rust- 
proof, in powering tools 
formerly operated by hand, 
and in controlling industrial 
processes by automatic means. 

Robots, which will obey 
the electrical impulses of the 
human voice, stand as sen- 
tries on lonely hill-tops, 
watching the rise and fall of 
water in reservoirs, relieving 
the human watchman for 
more pleasant tasks. The 
robot will throw,switches, 
or even respond to the tele- 
phone and answera question 
as to the water level. 


Forward on the Copper Trunk Lines 


The rapid electrification of American 


industry has provided the basis for a 


multitude of different advances in the 


field of fuel economy, accident pre- 
vention, productive efficiency, and en- 
ergy conservation. The steam turbine 
of 1903 produced 730 kilowatts of 
electrical energy for each ton of coal 
consumed, whereas the present day 
steam turbine pro- 
duces more than 
2,000 kilowatts per 


1927, and even more in 1928. And of 
this, 3.5 horse power per wage earner 
is from electrical energy. It has 
been calculated that the individual 
workman to-day can manufacture 
5,000 pounds of iron a day as com- 
pared with 500 pounds in 1800; 750 
feet of lumber as compared with 100 
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First of a series of advertisements 
dealing informatively with 
principal industries of the country, 
Reprints of this statement 
will be furnished on requesh 


mated that there are one hundred 
and forty different uses for electricity 
on the farm and one hundred and 
ninety uses in rural industries. 

In fact, every field of human ex- 
perience is feeling the benefits of 
recent advances in electrical produc- 
tion and technical achievement. And 


ton. ey ee e oo 
* ‘The influence on 1928 23,400,450 81,000,000 


industrial efficiency 
is equally matked. In 
1869, there was an 
average horse pow- 
er of 1.14 for each 
wage earner in the 
country. This had 
risen to 1.4 in 1889, 


Number 


Number of People in 


3.24 in 1919, 4.7 in 


Financing the Electrical Industry 


Ate ERISTIC of the power and light 
industry is the-heavy proportion of its fixed 
assets to total capital. A survey made some time 
ago of a group of 200 typical public utility com- 
panies which were extensively engaged in ie 
lying electrical service, shows that 93% of the 
fixed assets are provided out of capital. The rate of 
capital turnover is very low in relation to the heavy 
initial investment. Where an iodustrial or com- 
mercial company may turn over its entire capital 
four or five times in the course of one year, an 
electric power and light company may turn over 
its capital perhaps only once in five years. For this 
reason, it is difficult for companies of the latter type 
to finance their expansion largely or wholly out of 
earnings—particularly because the demand for elec- 
tric service has for many years justified a rapid and 
steady growth in the industry. Frequent additional 
financing has consequently been necessary. 

The sale of power and light company securities 
has been facilitated by a steadily improving financial 

osition. This has been true despite continued re- 
Secsieie in service rates, and has resulted mainly 
from increased operating efficiency, economies 
effected through mechanical improvements, 
increased sales of current for power and illumina- 
tion and the advantages resulting in many cases 
from consolidation and interconnection of con- 
tiguous systems. 

The bonds ot public utility companies have, for 
many years, enjoyed well-deserved favor among in- 
vestors. Within recent years many such bonds have 
been made legal for savings banks’ investments and 
have been increasingly favored among insurance 
companies, Moreover, public utility stocks enjoyed 
marked popularity in recent years and the electric 
companies have been able to raise large amounts 
of capital by this means. One important effect of 
this has been ‘the building up of substantial junior 
equities behind their bonds. 


of Customers 


Homes Served by Electricity 


feet; and 200 square feet of 
paper as compared with 20 
square feet. 


Growth in the use of 
electricity is shown graphi- 
cally in the accompanying 
chart; output increased 617 
per cent between 1912 and 
1928; gross revenue, 531 per 
cent. The difference between 
these two figures is accounted 
for largely by the frequent 
reductions in rates to con- 
sumers. Due to widely avail- 
able power, factories to-day 
can be located in smaller 
centers of population, away 
from the congestion of large 
cities. This enables workers 
to live in bungalows with 
lawns and garfiens, instead 
of unkempt tenements. It 
tends to upbuild the small 
town, rehabilitating it as an 
important unit in the na- 


_tion’s growth. 


Fa-m dwellers also have 
benefited. It has been esti- 


83,000,000,000 _ $1,908,900,000 


1912 3,837,518 14,000,000 11,569.000,000 $ 302,273,000 


Kilowatt -hours Gross 


Generated Revenue 


yet, the field of possible uses expands 
with every added development. Of 
the homes wired for electricity in 
1928, less than one-third had washing 
machines, about one-third had wac- 
uum cleaners and less than five per 
cent had -electric refrigerators. In- 
dustry and domestic users are ado pt- 
ing higher standards of lighting. 
There is a marked trend towards 
railway electrification. All these 
mean a continuously increasing mar- 
ket for electrical energy and a corre- 
sponding expansion of the industry 
for years to come. 


Halsey, Stuart & Co. has long been 
an important facto: in financing this 
industry. Securities of some of the 
largest producing and distributing 
units have been issued under its 
sponsorship. Thus it has offered a field 
of investment for those desiring se- 
curities that are both safe and remu- 
nerative, and has provided a means 
of expansion for existing power facil- 
ities to keep apace with our national 
growth and to insure increasing use- 
fulness to the public. 


Increase your knowledge of sound investment by listening to the Old Counsellor on 

the Halsey, Stuart & Co. program. Broadcast every Wednesday evening over a Coast 

to Coast network of 37 stations associated with the National Broadcasting Company. 
Music by symphony orchestra. 


HALSEY, STUART & CO. 


INCORPORATED 
, 


THE PROGRAM 
THAT DOES MORE THAN 
ENTERTAIN 


9 P.M: Eastern Standard Time 
8 P. M. Central Standard Time 


7 P.M. Mountain Standard Time 
6 P. M. Pacific Standard Time 


CHICAGO, 201 South La Salle Street NEW YORK, 35 Wall Stret ......... AND OTHER PRINCIPAL CITIES 
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Method of Computing Depreciation 
~ In Car Fare Case Is Disputed In Dissent 


Present-value Basis 


Said to Be in Error 
Mr, Justice Brandeis Says Cost 


Should Be Used in Fixing 


Allowance 


Mr. Justice Brandeis, in his disse ret 
to the majority opinion of the Se- 
preme Court of the United States in 
the Baltimore stv-eet car case, de- 
cided Jan. 6, declares that the lower 
court erred in determining that the 
street car comparey should be allowed, 
in computing its rate base, a depre- 
ciation charge based upon presert 
walue instead of cost. The majority 
ruling afirmed this actin of the 
Lower court. 

The allowance ameade by the public 
service commission, based upon cost, 
for depreciation seserve, which was 
ancreased by the lower court, was 
adequate in Mr. Justice Brandeis’ 
opinion, whether the sumallowed be 
deemed a depreciation charge so- 
called, or be treated as the year’s 
contribution to a special reserve to 
supplement the ezesual maintenance 
charges. 

In his dissentizzg opinion, Mr. Jecs- 
tice Brandeis reviewed at length the 
subject of depreciation charge for 
public utilities. Business practice, 
he stated, demands that where the 
practice of charging depreciation 
prevails, it should be based upon cost 
of the properties rather than their 
present value. This practice has a-e- 
ceived official sarrction, he stated. 

He also discussed the opposition 
of railroads and some other utilities 
to the practice of setting up  depre- 
ciation charge. 

Publication of the full text of 
the dissenting opénion of Mr. Justice 
Brandeis was begun in the issue of 
Jan. 8, and is concluded as follows : 
Third. The busimess device known as 

the depreciation charge appears not to 
have been widely adopted in America 
until after the beginning of this cen- 
tury.” Its use is still stoutly. resisted 
by many concerns.~* Wherever adopted, 
the depreciation charge is based on the 
original cost of the plant to the owner. 
When the great changes in price levels 
incident to the World War led some to 
question the wisdom of the practice of 
basing the charge on original cost, the 
Chamber of Commerce of the United 
States warned busimess men against the 
fallacy of departing from the accepted 
basis.” And that warning has been re- 
cently repeated: .““ When the'cost of an 
asset, less any salvage value, has been 
recovered, the process of depreciation 
stops, the consumer has paid for that 
particular item of service. There are 
those who maintaim that the obligation 
of the consumer is one rather of replace- 
rent, building for building, machine 
for machine. According to this view de- 
preciation should be based on replace- 
ment cost rather than actual cost. The 
replacement theory substitutes for some- 
thing certain and definite, the actual 
cost, a cost of reproduction which is 
highly speculative and conjectural and 
requiring ffequent revision. It, more- 
over, seeks to establish for one expense 
a _ basis of computation fundamentally 


differen: from that used for the other | 


expenses of doing business. Insurance 


is charged ona basis of actual premiums | 


Paid, not on the basis of probable pre- 
miums three years hence; rent on the 
amount actually paid, not on the proble- 


matical rate of the mext lease; salaries, | 


light, heat, power, 
charged at actual, mot upon a future 
contingent cost. As one writer has ex- 
pressed it, ‘The fact that the plant can 
not be replaced at the same cost, but 
only at much more, has nothing to do 
With the cost of its product, but only 
with the cost of future product turned 
out by the subsequent plant. As the 
product goes through your factory it 
Should be burdened with expired, not 
anticipated, costs. Charge depreciation 
wpon actual cost less any salvage.” = 


Depreciation Charge 


Zs Based on Cost 

Such is today, amd ever has been, the 
practice of public accountants. Their 
Statements are prepared in accordance 
with principles of accounting which are 
well established, generally accepted and 
uniformly applied. By those accustomed 
to read the language of accounting a 
depreciation charge is understood as 
meaning the appropriate contribution for 
that year to the amount required 


supplies are all 


ultimately must be retired. On that 
basis, public accountants certify to in- 
vestors ond bankers the results of oper- 
ation, whether of public utilities, or of 
manufacturing or mercantile concerns. 
Corporate securities are issued, bought 
and soid, and vast loans are made daily, 


in reliance upon statements so prepared. | 
The compelling logic of facts which led | 
business men to introduce a depreciation | 


charge has led therm to continue to base 
it on the original cost of the plant de- 
spite the great changes in the price level 
incident to the World War. Basing the 
depreciation charge on cost is a rule 
Prescribed or recommended by those 
associations of business men who have 
had occasion since the World War to 
consider the subject.” 

Business men naturally took the plant 
at cost, as that is 
articles consumed in_ operation. 


i ; The 
Plant, undepreciated, is commonly 


car- 


ried on the books at cost; and it is re-| 
tired at cost, The met profit or loss of a| 


business transaction is commonly ascer- 
tained by deducting from the gross re- 


ceipts the expenditures incurred in pro-| 
realized | 


ducing thm. Business men 
fully that the requirements for replace- 
ment might be more or less than the 
origina! cost. But they realized also 
that to attempt to make the deprecia- 
tion account reflect economic conditions 
amd changes would entail entry upon 
mew fielis of conjecture and prophecy 
which would defeat its purposes. 
there is no basis im experience which 
fan justify predicting whether a replace- 
ment, renewal or substitution falling in 
Some future year will cost more or » o 
than it would at present, or more or less 
than the unit cost when it was acquired. 


Practice Prescribed 
As Early as 1907 


The business men’s practice of using 
@ depreciation charge based on the orig- 
imal cost of the plant in determining the 
Profits or losses of a particular year has 
@bundant official sanction and encour- 


/ mgemeni. The practice was prescribed | that their rate was found 


to! 
make good the cost of the plant which! 


how they treat other! 


For | 


+ 
by the 
i 


+ 
j e 
{uterstate Commerce Commission Ordinary 
»” when, in cooperation with the 
Association of American Railway Ac- 
counting Officers, it drafted -the rule, 
which is stall in force," requiring steam 
railroads to make an annual deprecia- 
pasrFWes on equipment. It has been 
| consistently applied by the Federal Gov- | 
ernment im assessing taxes on net in- 
‘come and corporate profits; and by the | 
tax officials of the several States for de- | 
|termining the net profits or income of | 
‘individuals and corporations.” Since 
| 1911 it has been applied by the United 
| States Bureau of the Census.” Since | 
11915 it has \ been recommended by the 
Department of Agriculture.“ Since 
1917 by the Bureau of Mines.” In 1916) 
it was adopted by the Federal Trade | 
Commission in recommendations con- | 
jcerning depreciation issued to manufac- 
turers.” Im 1916 it was prescribed by 
the United States Fuel Administration.” 
In 1917 by the War Ordnance Depart- 
jment.” In 1918 by the Aix Craft Pro- 
duction Board.” In 1921, it was pre- 
scribed by the Federal Power Commis- 
|sion;“ and it is continued im .the revised 
/rules of 1928.** In 1928, it was adopted 
|by the depreciation section of the Inter- 
state Commerce Commissiom in the re- 
port of tentative conclusions concerning 
|depreciation charges submitted to the 
|steam railroads, telephone companies 
jand carriers by water,” pursuant to| 
{paragraph 5 of section 20, of the inter-|° 
state commerce act, as amended by| &*Pemse 
transportation -act, 1920." On Nov. 2,;never resu 
1926, it was prescribed b ‘ommis- | , a 
sion in Talowteans and ae ef | amount set aside for depreciation proved 
ation Charges, 1181, C, C. 295. A de. | inadequate and investment of new capi- 
| preciation charge based on original cost) tal became necessary, the utility + would 
has been uniformly applied by the public be permitted to earn a return on the new 
| utility commnissions of the several States|C@Pital. And if the amount set aside 
when determining net income, past or for depreciation proved to » Lape aes 
expected, for rate-making purposes.” | the income from the surplus reserve 
Soy | would operate as a credit to reduce the 
|Decision Antedates capital charge which 0M en — 
| earn. If the Railways should ever suffer 
Peat ee ee le justice from adopting coat of plant as 
| . 2 iness | the sis for calculatin e deprecia- 
jpractice of basing the depreciation|tion charge, it will be <* waavelebis 
charge on cost was applied by this court} incident of applying in valuation the rule 
Oat ee v. ave 274 U. S.lof Smyth vy. Ames. This risk, if it exists, 
levee: “hho ame GOs chonsncs lon” Setees eine Bee Ob mame 
for depreciation is the sum which should escape, besides being entirely conjec- 
be set aside for the taxable year, in! tural, is instinct with certainty of injus- 
jorder that, at the end of the useful life| tice either to the community or the rail- 
of the plant in the business, the aggre-| ways. _ The possibility of such injustice 
|gate of the sums set aside will (with admonishes us, as it did in deciding the 
the salvage walue) suffice to provide an|constitutional questions concerning in- 
SS me . “¢ - comes eee Pet oe o. 
ing in the Federal Consti-| v. Haydel, 278 U. S. 1, 10; Federal Trade 
tution, or im the decisions of this court,|Commn. vy, Pacific Paper Assn., 273 U.S. 
which should lead us to reject, in deter-|52, 64, and taxation, Mountain Timber 
jmining ret profits, the rule sanctioned|;Co. wv. Washington, 243 U. S. 219, 237; 
by the uniwersal practice of business! Shaffer v. Carter, 252 U. S. 37, 55; 
jmen and governmental departments.|Farmers Loan & Trust Co. v. Minne- 
For, whether the expense im plant con-|sota, No. 26, p. 4, decided this day, that 
pores yal “Soke i —, — regulation is an intensely practical 
“y s ation char; matter. 
| based on original cost or by one based | Fifth. Public officials, investors and 
mae fluctuating present walues is a; most large businesses are convinced of 
Seung, but yr the cinttlaiale teasied | eure’ as's celts’ to aetinioe od tee 
\§ , 3 4 j a 
judgment based on facts and business |results of operation. Many States re- 
ee a, eee of qiins | give os utilities - —_ such a 
} an epreciation charge on}charge.” But most railroads, some gas 
joriginal cost * when determining for|and stile companies and some dther 
| purposes of investment, taxation or reg- | comcerns, deny the propriety of making 
julation, the net vrofits of a business; or/any annual depreciation charge." They 
the return “upon property, was not/insist that the making of such a charge 
ore — a a — | will serve rather = mislead = % a 
| yt mes, 8. ‘ at | in etermining the ancial resu °o 
decision, remdered in 1898, amtedates the |the — eae They urge that 
on Sen ee yoo be =e “ of eee the 
ants; ". al s ‘plant, whether by repair, renewals or 
introduction here of the practice of mak- | replacements, should treated as a part 
ing a depreciation charge. The decision} of the maintenance account, at least in 
of the ne of Appeals of Maryland | systems consisting of large and diversi- 
j here under review, as well as State ex/|fied properties intended for continuous 
rel, Hopkins: ¥, Southwestern Bell Tele- | operation and requiring a constant level 
ange 415 Kans. 236 © and Michi-| of efficiency. They insist that, in such 
Girhigen Stat ae yma systems, retirements, replacements and 
a yf ae 
reaffirmed the rule of Smyth v. Ames in| no “4 oe eens aos ; Vv nn po 
Southwestern Bell Telephone Co, v. Pub- | les capuaea tat tio eee Ga 
s die om telephone 0, v. Fub-| operating expenses in the various years 
Rpg Commission, 262 WU. S. 276.|results it the whole expenditure made 
Bell funheue boc al befor oo |\for renewals or replacements in any year 
in basing oer Sarscieten Oe titint eee oe clea aoe 
upon the original cost of the depreciable} erty are not otherwise reflected in “ 
property, Board of Public Utility Coms. | specific charge. They admit that it may 
. ~~ York Tel. Co., 271 U. §, 23, 27.;be desirable to create a special reserve, 
ve ey, have "om that the order | to enable the company to spread the cost 
. uiring —,, oer Ce Commission | of retiring certain large units of prop- 
re bs = capers charge, 118 I.) erty over a series of years, thus prevent- 
wh the comstiongaaes thas pacammlaklenneation of «cialis narn Ber tae 
pemee : The protest of the railroads, Say that such a reserve is not coca 
“ tha proceeding, against basing the | called a depreciation reserve. Moreover, 
tg a — agg Smeg a, itt | they ee that when * large unit is 
rehearing. And this protest came only |but because some more efficient. substi. 
from those who insist that no deprecia-|tute has been found, the cost of retire- 
tion charge whatsoever shal] be made.*|ment should be spread over the future, 
Present Value eS a 7 — upon be who will 
Me L gain the benefit of the enhanced effici- 
wT te dopmcin chargs gu tha? USE Batean aah OF, SSR ae 
se ¢ epreciation charge as the| Ry. v. United States, 231 U. S. 423, 7 
measure of the year’s conan of |}441. Under the replacement method of 
plant, and at the same time reject orig- | accounting advocated by the railroads 
rm Ne, sass > basis of the ete, ame en re is no depreciation 
inadmissible. It is a perversion of this|charge and no epreciation 
business device. No’ metinoal ae the | Genonting expenses —_ charged directly 
ascertainment of the amount of the| with replacements at their cost, This 
charge yet invented is workable if fluc- | method does not concern itself with all 
tuating present values be taken as the|retirements, but only with retirements 
basis. Every known method contem-| which are replaced. 


plates, and is dependent upon, the accu-| Precess of Obsolescence 


mulation or credit of a fixed amount in ‘ 

a given number of years. The distribu- Is Less Predictable 

tion of plant expense expressed in the Despite the seemingly unanswerable 
|depreciatiom charge is justified by the|logie of a depreciation charge, they op- 
| approximation to the fact as to the|pose its adoption, urging the uncer- 
years Prarmt consumption which is gb-|tainties inherent in the predetermination 
tained Ly applying the doctrine of anf of service life and of salvage value, and 
ages. But if fluctuating present valdes|disagreement among experts as to the 
are substituted for original cost there is| most equitable plan of distributing the 
no stable base to which the process of | total net plant expense among the sev- 
averaging can %e applied. For thereby|eral years of service, 
the only Stabie factor involved in fixing ¢ 
a depreciation charge would be elimi- 
nated, Each year the present value may 
be different. The cost of replacement 
|at the termination of the service life of 
the several units or of the composite 
life can not be foretold.” To use as al 
measure Of the year’s consumption of 
plant a depreciation charge based on 
fluctuatingy present values substitutes 
conjecture for experience. Such a sys- 
tem would require the consumer of today 
jto pay 701 an assumed operating expense 
which ras mever been incurred and which 
}may never arise. 

The depxeciation charge is frequently 
| likened to the annual premium in legal 
| reserve life insurance, The life insur- 
jance premium is calculated on an agreed 
value of the human life—comparable to 
the known cost of plant—not on a fluc- 
{ tuating value, unknown and wnknowable. 
The fiecd of life insurance presented a 
|problem Comparable to that here in- 
volved, Despite the large experience 
embodied im the standard mortality tables 
and the relative simplicity of the prob-| tions of buviness, 
lem there yoresented, the actual] mortality | practical 


Practice 


Rates Declared to Be on 
Improper Base 


the insured. 


sometimes in his secuging 
every attempt to 


insurance, 


been needed enures 
benefit tv him who paid it. 


Practical Worth 
Of Charge Is Recognized 





in plant consumption 


| 
' 
| 


depreciation charge is beset with diffi- 
culties, because of the variables which 
attend every determination involved. 


The first “ 
the depreciable plant will remain in 
service. Engineers calculate with certi- 


tude its composite service life by apply- 


cerning the several property ynits. 
their exactitude is delusive. 
has its individual life dependent upon 


| ment.” 


predictable. 





physical life, , 
|mot proceed at a uniform pace, 


embodiment of 


for which the premiums had provided, |mess conditions determine even 


ractions 


In Business Favored 


Decision Approving - Higher 


ous injustice either to the insurer or to 
The transaction resulted 
sometimes in bankruptcy of the insurer; | 
rofits which 
were extortionate; and rarely, in his re- 
ceiving only the intended fair compensa- 
tion for the service rendered. Because 
approximate more 
nearly the amount of premium required 
proved futile, justice wa: sought and 
found in the system of strictly mutual 
Under that system the pre- 
mium charged is made clearly ample; 
and the part which proves not to have 
in some form of 


reserve. | 


s They point out | 
that each step in tke process of fixing a| have been paid legally. If the contention 


is to es‘imate how long 


img weighted averages tv the data con- | 
But 
Each unit 


the effect of physical exhaustion, obso- 
|lescence, inadequacy and public require- | ville v. Knoxville Water Co., 212 U, 8. 1, 13, 
The physical duration of the life 
depends largely upon the conditions of | 
the use; and these can not be foretold. 
The process of obsolescence is even less 
Advances in the arts are 
constantly being made which would re-} coin Gas Co. v. Lincoln, 223 U. 8, 349, 368. 
quire retirement at some time, even if | Among street railways, the Milwaukee Elec- 
the unit were endowed with perpetual | tric Railway & Light Co. became the pioneer 
But these advances do 
The nor- 
|mal progress of invention is stimulated 
\or retarded by the ever changing condi- 
Moreover, it is the 
I inventions 
was fourd to vary so widely from that| which produces obsolescence; and busi- 
more 


teen, ae oe 
e Ss int out 
tainty i asia aie to the 


remains in service until consumed phy: 


si- 
cally. Scrap remains; and this must be 


accounted for, since it is the net 


depreciation charge is to cover, 
scrap value is ri 
in the calculation of plant expense,” 
probable salv: 

tired at the en 


value is never knowable. 
Many Recognized Methods 
Of Calculating Amounts 


method having strenuous advocates; 


method adopted.” 
line method, the aggregate of the 
charges of the several years equals the 
net plant expense for the whole period 
of service life; and the charge is the 
same for all the years. Under the sink- 





Similarly, if, instead of applying the | ; + 

rule of Smyth v. Ames, the rate base of | ing fund methed, the aggregate of the 
a utility were fixed at the amount pru- 
dently invested, the inevitable errors in- 
ident to estimating service life and net 
could 
It in injustice either to the 
utility or to the community. For, if the 


the net plant expense for the whole pe- 
riod; because the proceeds of each year’s 
| charge are deemed to have been continu- 
| ously invested at compound interest and 
the balance is assumed to be obtained 
from interest accumulations. Other 
| methods of distributing the total charge 
produce still other results in the amount 
of the charges laid upon the operatin 
expense of the several years of service. 
We have no occasion to decide now 
whether the view taken by the. Interstate 
Commerce Commission in Telephone and 
Railroad Depreciation Charges, 118, I. 
C. C, 295, or the protest of the railroads, 
gas and electric companies should pre- 
vail.” For in neither event was the court 
| of appeals justified in directing an in- 
crease in the allowance. The adequacy of a 
depreciation charge is dependent in large 
j; measure upon the practice of the indi- 
| vidual concern with respect to its main- 
tenance account. ‘The Commission found 
that the railways’ property was well 
maintained and that the allowance of 
$883,544, together with the usual main- 
| tenance charges, would be adequate to 
| keep the property at a constant level 
jof efficiency. It found further, on the 
| basis of the company’s experience, that 
| the charges previously allowed had 
| served “fairly well” to take care of cur- 
rent depreciation and retirements. The 
depreciation charge was established by 
the Railways in 1912 and was fixed by it, 
of its own motion, at 5 per cent of the 
gross revenues. 
| had been continued ever since and had 
| yielded each year an increasing sum. 
For the gross revenues had grown stead- 
ily. In the early years, they grew 
through increase of the number of pas- 
sengers carried; since 1919, through the 
repeated increases in the rate of fare. 
In nearly every year, the allowance’had 
exceeded the charges for retirements. 
After charging retirements, whether re- 
placed or not, to the reserve, there re- 
mained a credit, on Aug. 31, 1927, of 
$1,413,793. The allowance of $883,544 
is equal to 5 per cent of the estimated 
gross revenues for 1928. The increase 
of this allowance for 1928 over that for 
1914 was greater proportionately than 
the increase of the 1928 value of the rail- 
ways’ property over its 1914 value.* 


Dividends Said to Be Paid 


In Violation of Law 

The estimated charge of $883,544 was 
thus clearly ample as the year’s share 
of the expense of plant retirement based 
on cost. But even if the annual depre- 
| ciation allowance could be made to cor- 
respond with the actual consumption of 
plant, there was nothing in the yecord 
to show that the value of the part of 
plant to be consumed in 1928 would ex- 
ceed that amount. Nor is there anything 
| in the record or in the findings to show 
that $833,544, together with the usual 
maintenance charges and under the im- 
| proved methods of construction, would 
be inadequate to provide, at the prices 
then prevailing, for the replacements re- 
quired in that year, and also for the 
year’s contribution to a special reserve 
under the plan advocated by the railroads 
before the Interstate Commerce Commis- 
sion. 
history* and the present advances in 
the street railway industry strongly in- 
| dicate that, by employing new equipment 
of lesser values,” the Railways could ren- 
der more efficient service at smaller op- 
erating jcosts. Neither the trial court 
nor the court of appeals made any find- 
ing on these matters. The Commission’s 
finding that $883,544 was an adequate de- 
preciation charge should, therefore, have 
| been accepted by the court of appeals, 
whether the sum allowed be deemed a 
depreciation charge properly so called, 
or be treated as the year’s contribution 
to a special reserve to supplement the 
usual maintenance charges. 

It is clear that the management of 
the Railways deemed the charge of 5 per 
cent of gross revenues adequate. On 
that assumption it paid dividends on the 
common stock in each year from 1923 
through 1927." If the addition to the 
depreciation charge ordered by the court 
of appeals was proper for the year 1928, 
it should have also been made in the pre- 
| ceding five years.” Upon such a recast- 
ing of the accounts, no profits were 
earned after 1924; and there was no sur- 
plus fund from which dividends could 


|the net of the several years is less than 








now urged by the Railways is sound, the 
management misrepresented by its pub- 
lished accounts its financial condition and 
the results of operation of the several 
years; and it paid dividends in violation 
of law.” 


Mr. Justice Houtmes joins in this 


*The first case in which this court ex- 
| pressly recognized a depreciation allowance 
|}as a part of operating expenses in Knox- 


decided in 1909, In earlier cases cognizance 
was not taken of it. Compare Union Pacific 
R. R. Co. v. United States, 99 U. S. 402, 420; 
United States v. Kansas Pacific Ry. Co., 99 
U. S. 455, 459; San Diego Land & Town Co. 
v. Jasper, 189 U. S, 439, 446. See also Lin- 





by adopting it in 1897. Others followed in 
} 1905. 31 Street Ry. Journal 169-70; 687-8. 
In England, the adoption of the depreciation 
charge had been hastened by a provision 
in the income tax law. Customs and Inland 
Revenue Act 1878, 41 Vict. c. 15, section 12. 
Massochusetts acts 1849, ¢. 191, provided 
that the annual report required of railroads 


that uncer- 
in the process of fixing the oh 
in the appro 

depreciation charge. A plant unit rarely 


of the exhaustion of plant rie oe 
often a very large a 
ie 
on the unit when re- 
of its service life must, 
therefore, be estimated. But its future 


The charge at that rate | 


On the contrary, the company’s | 


Utility Valuations 


new inventions are embodied in im- 
proved machines. The march toward in- 
adecuacy, as distinguished from obso- 


and bridges, buildings, engines and cars.” 
See also act 1846, c. 251. But in Massachu- 
setts, as elsewhere in the United States, de- 
preciation charges have not been customary 
among railroads, except in respect to equip- 
ment, pursuant to the rule prescribed by the 
Interstate Commerce Commission in 1907. 


See telephone and railroad depreciation 
charges, 118 I. C. C. 295, 301-303; proposed 
report of Aug. 15, 1929, pp. 5-12, 17-20; H. E. 
Riges, depreciation of public utility prop- 
erties (1922) 78-92, 

™Seé a pamphlet “depreciation” issued 
on Oct. 15, 1921, by the fabricated produc- 
tions department (now the department of 
manufacture) of the Chamber of Commerce 
of the United States. 

See pamphlet “Depreciation, Treatment 
in Production Costs” issued by Department 
of Manufacture, Chamber of Commerce of 
the United States, No, 512 (May, 1929), p, 7. 
In the foreword it is said: “In presenting 
this treaties on depreciation, we have drawn 
not only on our own resources, but also 


And, finally, the protestants show that | have had the cooperation of many manu- 
after the net expense in plant consump- 
tion is thus estimated, there remains the 
task of distributing it equitably over the 
assumed service life—the allocation of 
; the amount as charges of the several 
years, There are many recognized meth- 
ods for calculating these amounts, a) 
an 
the amounts thus to be charged, in the ag- 
gregate as well as in the successive 
|years, differ widely according to the 
Under the straight 


facturers, industrial engineers and account- 
ants.” 

(1904) H. L. C. Hall, manufacturing 
costs, 1382; (1905) B. C. Bean, cost of pro- 
duction, 75-98; (1911) H. A. Evans, cost 
keeping and scientific management, 30-5; S. 
Walton and S. W. Gilman, auditing and cost 
accounts (11 modern business) 63-70; F. E. 
Webner, factory costs, 171; (1913) R. H. 
Montgomery, auditing theory and practice, 
317-39 (1921 ed.), vol. 1, p. 684; (1915) F. 
H. Baugh, principles and practice of cost 
accounting, 42, 46-51; (1916) C. H. Scovell, 
Cost Accounting and Burden Application, 
81-9; (1918) H. C. Adams, American Rail- 
way Accounting, 99-100, 279; R. B. Kester, 
Accounting Theory and Practice, vol. 2, 99- 
209, 202; (1920) I. A. Berndt, Costs, Their 
Compilation and Use in Management, 101-6; 
Hodge and McKinsey, Principles of Account- 
mg, 74-5; J. F. Sherwood, Public Account- 
ing and Auditing, vol. 1, 145-54; (1921) DeW. 
| C. Eggleston and F. B. Robinson, Business 
| Coats, 294-304; G. S. Armstrong, Essentials 

of Industrial Costing; 169-79; D. E. Bur- 
| chell, Industrial Accounting, Series 1, No. 3. 
| I, A. 2d (3); (1922) G. E. Bennett, Ad- 
vanced Accounting, 212-34, 219; (1923) P. M. 
Atkins, Industrial Cost Accounting for Exec- 
utives, 119-22; E. J. Borton, Cost Account- 
}ing Principles and Methods, 82-3; (1924) 
J. H. Bliss, Management Through Accounts, 
304-14; W. H. Bell, Auditing, 232-40; H. P. 
Cobb, Shoe Factory Accounting and Cost 
Keeping, 232-40; C. B. Couchman, The Bal- 
ance Sheet, 22-3, 49-56, 201-3; J. L. Dohr, 
|Cost Accounting Theory and Practice, 378-87, 
380; F. W. Kilduff, Auditing and Accounting 
Handbook, 380; E. L. Kohler and P. W. 
Pettengill, Principles of Auditing, 112-14; 
W. B. Lawrence, Cost Acounting, 308-10; 
A.B. Manning, Elements of Cost Account- 
ing, 80; C. H. Scovell, Interest As A Cost, | 
83-4; F, E. Webner, Factory Overhead, 227; 
(1925) D. F. Morland and R. W. McKee, Ac- | 
counting for the Petroleum Industry, 43-53; 
(1926) R. E. Belt, Foundry Cost Accounting, 
240-3; DeW. Eggleston, Auditing Procedure, 
319-20; (1927) S. Bell, Practical Accounting, 
130-43; T. A. Budd and E. N. Wright, The | 
Interpretation of Accounts, 195, 251-63, 253; 
H. R. Hatfield, Accounting, 145-6; (1928) 
| C. R. Boland, Shoe Industry Accounting, | 
158-9; H. E. Gregory, Accounting Reports in 
Business Management, 158, 164-6; W. H. 
Hemingway, The National Financial State- 
} ment Interpreter, section 12, pp. 13-20; G. A. 
Prochazka, Accounting and Cost Finding for 
the Chemical Industries, 206-11; (1929) A. 
H. Church, Manufacturing Costs and Ac- 
| counts, 5, 205ff; R. H. Montgomery, Auditing 
(Revision by W. J. Graham), 116-9; T. H. 
Sanders, Industrial Accounting, 144-5. See 
E. A. Sailiers, Depreciation, Principles and 
Applications (1923) 56, 410, 425. At the 
Feurth International Cost Conference of the 
National Association of Cost Accountants 
held in Buffalo, N. Y., Sept. 10-138, 1923, the 
question whether depreciation charges 
should be based on original cost or replace- 
ment value was debated. On a vote at the 
close of the debate “nearly all rose” in favor 
of original cost. N. A. C. C. Yearbook, 1923, 
pp. 183-201 at 201. The rule is the same in 
England: E. W. Newman, The Theory and 
Practice of Costing (1921) 20. 


** National Coal Association, Annual Meet- 
ing at Chicago, May 21-23, 1919, Report and 
Suggestions of Committee on Standard Sys- 
tem of Accounting and Analysis of Costs of 
Production, see also W. B. Reed, Bituminous 
Coal Mine Accounting, 1922, p. 119-126; 
Midland Club (Manufacturing Confectioners, 
Chicago) Official Cost Accounting and Cost 
Finding Plan, 1919, p, 43; United Typothetae 
of America: Standard Cost Finding System, 
pp. 4, 7, Treatise On The Practical Account- 
ing System for Printers, 1921, p. 15, The 
Standard Book on Cost Finding by E. J. 
Koch, published by U. T. of A., pp. 13-14, 
Treatise on the Standard Accounting Sys- 
tem for Printers, Interlocking With the 
Standard Cost Finding System, 1920, pp. 44- 
| 45; Tanners’ Council: Uniform Cost Ac- 
counting System for the Harness Leather 
Division of the Tanning Industry, officially 
adopted Dec. 1, 1921, p. 31, Uniform Cost Ac- 
| counting System for the Sole and Belting 
Leather Division of the Tanning Industry, 
1921, p. 31, Uniform Cost Accounting Sys- 
tem for the Calf, Kip, and Side Upper; 
Glove, Bag, and Strap; and Patent Leather 
Divisions of the Tanning Industry, 1922, pp. 
35, 48, Uniform Cost Accounting System 
for the Goat and Cabretta Leather Division 
of the Tanning Industry, 1922, p. 27; Na- 
tional Retail Coal Merchants Association, 
Complete Uniform Accounting System for 
Retail Coal Merchants, 1922, Account A-120, 
p. 6; The Associated Knit Underwear Manu- 
facturers of America, Cost Control for Knit 
Underwear Factories, 1924, p. 52; National 
Knitted Outerwear Association, Inc., Cost Ac- 
counting Manual for the Knitted Outerwear | 
Industry (by W. Lutz), 1924, pp. 18-20; | 
American Drop Forging Institute, Cost Com- 
mittee, Essentials of Drop Forging Account- 
ing, 1924, pp. 36-7; Rubber Association of 
| America, Inc., Manual of Accounts and 
Budgetary Control for the Rubber Industry, 
by the Accounting Committee, 1926, pp. 70, 
71, 75, 79, 82; Packing House Accounting, by 
Committee on Accounting of the Institute of 
American Meat Packers, 1929, p. 325; Cost 
| Accounting for Throwsters, issued by Com- 
mission Throwsters’ Divisfon of The Silk 
Association of America, Inc., 1928, pp. 29-30; 
Cost Accounting for Broad Silk Weavers, is- 
sued by The Broad Silk Division of The Silk 
Association of America, Inc., 1929, pp. 44-45. 
As there stated: “The use of replacement 
cost as a basis for depreciation charges has 
been eliminated due to the following rea- 
sons: 1. Depreciation is charged to manu- 
facturing cost to absorb the reduction in 
value of capital assets through the effect of 
juse and time. It does nbt represent an 
accumulation for the purpose of acquiring 
assets in the future. 2. The replacement 
cost theory is impracjical because it would | 
require a constant revaluation of assets. It 
is, furthermore, unlikely that any manu- 
| facturer would rebuild the same plant ten 
years after its construction. 3, The depre- 
ciation charge absorbed in the cost of the 
product represents a charge for the use of 
present manufacturing facilities and cannot 
have any connection with assets to be ac 
quired in the future. The depreciation 
charge on new and more efficient equipment 
to be acquired in the future may be higher 
and, perhaps, offset by a general reduction 
in manufacturing cost per unit. It is not 
logical to base all other cost elements on 
present expenses and make the one excep- 
tion in the case depreciation” (p. 45). 

* Classification of Operating Expenses as | 
Prescribed by the Interstate Commerce Com- 
mission, Third Revised Issue 1907, pp. 10-12, 
38, 44-51. 

“Classification of Operating Revenues 
and Operating Expenses of Steam Roads 
Prescribed by the Interstate Commerce Com- 
mission, Issue of 1914, pp. 59, 61-8. Cf. 
Special Instructions 8, Id. p. 33. 

* Act of Oct. 3, 1913, ch. 16, Sec. II, B, 38 
Stat. 114, 167, United States Internal Reve- 
| nue Regulations No. 38, Jan. 5, 1914, Art. 

129-146, pp, 69-73; Act of Sept. 8, 1916, ch. 
463, Sec. 5 (a) and 6 (a), 39 Stat. 756, 759, 











760, Regulations No. 33 (Revised 1918) Art. | 


| Clinton 





159-165, pp. 80-82; Act of Feb. 24, 1919 (Rev- 
enue Act of 1918) ch. 18, Sec, 214 (a), par. 


( D re | should give full information on “estimated | (8) & (10), Sec. 234 (a), par. (7) & (9), 40|—-Baird v. Burleson, P. U. 
to work seri- | largely the time and the extent to which depreciation beyond the renewals, viz; road 


j Beet. 1057, 1067-8, 1078, Regulations 45, Art. 
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Admiralty—Remedies in Personam—Remedies Against United States or 
Fleet Corporation—Suits In Admiralty Act—Exclusiveness of Remedy— 


The remedies given 
741 et seq.) are exclusive in all cases 


the suits in admiralty act (U. S. C. tit. 46, sec. 


, contract and tort, where libels might 


be filed under it for causes of action arising out of the possession or opera- 


tion of merchant vessels by the Uni 


by the Fleet Corporation.—Johnson et al. v. Fleet Corporation et:al. 
Ct. U. S.)—IV U. S. Daily, 3053, Jan. 


ted States or, for the United States, 
(Sup. 
9, 1930. 


Admiralty—Remedies in Personam—Remedies Against United States or 
Fleet Corporation—Suits in Admiralty Act—Exclusion of Other Remedies— 
Suits under the Tucker Act against the United States and actions at law 


in State and Federal courts against 
action arising out of the possession 
. the United States or, for the United 


the Fleet Corporation on causes of” 
or operation of merchant vessels by 
States, by the Fleet Corporation are 


excluded by the provisions of the suits in admiralty act (U. S.C. tit. 46, 


sec. 741 et seq.), which provides the 
action.—Johnson et al. v. Fleet Corpor; 
Daily, 3053, Jan. 9, 1930. 


exclusive remedy for such causes of 
ation et al: (Sup. Ct. U. S.)—IV U.S. 


Receivers—Actions—Rights of Action—Leave of Court to Sue—Authority, 


of Court to Authorize Suit— 


# 


Where a common pleas court of Ohio appointed, upon the suits of a trus- 


tee under a mortgage securing bonds 


and of a preferred stockholder, a re- 


ceiver for all of the property of a company, and later granted the petition 


of the receiver for an order authoriz 
district court against a certain holder 
or the payment of their proceeds, on 


illegally exchanged for preferred stock, held: 


conferring jurisdiction on the court, 
Federal court, the action involvin 
Grant, Receiver, v. A. B. Leach & 
3053, Jan. 9, 1930. 


0.5 


ing him to bring suit in the Federal 
of bonds, for the return of the bonds 
the ground that the bonds had been 
Under the statutes of Ohio 
it properly authorized the suit in the 


property in the custody of the court.— 


Inc. (Sup. Ct. U. S.)—IV U. S. Daily, 


Receivers—Actions—Rights of Action—Leave of Court to Sue—Authority of 
Court Granting Leave—Collateral Attack— 
Where an order authorizing and. directing a receiver to bring an action in 


another court is one which the court 
cise of its discretion and under the 


had jurisdiction to make in the exer- 
construction. which it placed upon a 


statute defining its jurisdiction, such order, even if erroneous, is not subject 
to collateral attack in the court in which the action was brought by the 


receiver.—Grant, Receiver, v. A. B. Leach & Co., Inc. 


U. S. Daily, 3053, Jan. 9, 1930. 


(Sup. Ct. U. S.)—IV 


Receivers—Actions—Capacity to Sue—Authority of Receiver Appointed by 
State Court to Sue in Federal Court Within States— 

Where a chancery receiver appointed by a common pleas court of Ohio 
was granted leave by such court to bring a suit in the Federal district court 


to recover bonds of the company in re 


ceivership or their proceeds; the order 


not authorizing or requiring the receiver to take any extraterritorial action 
outside of Ohio, either for the purpose of bringing suit or taking possession 
of the property sought to be recovered. The receiver could maintain such 
action in the Federal district court sitting within the State and holding a 
term in the county in which the State court was located, since the rule 
that such receiver has no authority to sue in the courts of a foreign. juris- 
diction to recover demands or property therein situated does not apply be- 
cause the Federal court in the same State as the appointing court can not 
be considered a:court of foreign jurisdiction within the meaning of the rule.— 


Grant, Receiver, v. A. 
Daily, 3053, Jan. 9, 1930. 


161-171, pp. 62-66; Act of Nov. 23, 1921, ch. 
136, section 214 (a), par. (8) & (10), and 
Section 234 (a), par. (7) & (9), 42 Stat. 227, 
240, 241, 25), 256, Regulations 62, Art. 161- 
171, pp. 74-78; Act of June 2, 1924, ch. 234, | 
section 214 (a), par. (8) & (9) and Sec. 234} 
(a), par. (7) & (8), 43 Stat. 253, 270-1, 284-57) 
Regulations 65, Art. 161-171, pp. 54-58; Act | 
of Feb. 26, 1926, ch. 27, Sec. 214 (a), par.| 
(8) & (9) and Sec. 234 (a), par. (7) & (8); 
44 Stat. (Part 2), 9, 27, 42-3, Regulations 69, 
Art. 161-170, pp. 56-60; Act of May 29, 1928, 
ch. 852, Sec. 23, par. (k) & (1), Sec. 113 & 
114, 45 Stat. 791, 800, 818, 821, Regulations | 
74, Art. 201-210, pp. 51-56. See also Bureau 
of Internal Revenue, Bulletin “F,” Income 
Tax, Depreciation and Obsolescence (1920) 
18; Outline For The Study of Depreciation 
and Maintenanee, prepared by the Bureau of 
Internal Revenue (1926). 

*N.L. McLaren & V. K. Butler, California 
Tax Laws of 1929, 117ff; Prentice-Hall Mas- 
sachusetts State Tax Service (Personal) 
1926-28 paragraphs 13875-7, p. 13559; Missis- 
sippi Income Tax Law of 1924, (Issued by 
State Tax Commission), section 12 (a) (8), 
Regulations No. 1 (1925), Art. 136-8, pp, 52- 
3; New York State Tax Commission Income 
Tax Bureau, Manual 22 (1922), Art. 171-6, 
pp. 35-6, Manual 25 (1925) Art. 171-6, pp. 
33-4, C. C. H. 1928-29, Personal Income Tax, 
par. 4511, p. 2793; G. R. Harper, A. Digest 
of the Oregon State Income Tax Act and 
Regulations (1924), 18; Wisconsin Tax Serv- 
ice (Henry B. Nelson, Inc.), 1929, Vol. 1, pp. 
163-4. 

*® Uniform Accounts for Systems of Water 
Supply, arranged by the U.S. Bureau of 
the Census, American Water Works Associa- | 
tion and Others (1911) 27. 

*U, S. Department of Agriculture, Bulle- | 
tin 178, March 1, 1915, Cooperative Organi- } 
zation Business Methods, pp. 13-14; Bulle- 
tin 236, May 1, 1915, A System of Accounts | 
for Farmers’ Ceoperative Elevators, p. 16; | 
Bulletin 225, May 7, 1915, A System of Ac- 
counting for Cooperative Fruit Associations, 
p. 20; Bulletin 362, May 6, 1916, A system of 
Accounts for Primary Grain Elevators, p. 
17; Bulletin 590, Feb. 27, 1918, A System of 
Accounting for Fruit Shipping Organiza- 
tions, p. 23; Bulletin 985, A System of Ac-| 
counting for Cotton Ginneries, 23, 27. 

*® Department of the Interior, Bureau of 
Mines, Bulletin 158, Petroleum Technology 
43, Cost Accounting for Oil Producers, 1917, 
pp. 111-112; Technical Paper 250, Metal 
Mine Accounting, 1920, p. 26. | 

% Federal Trade Commission, Funda-| 
mentals of a Cost System for Manufacturers, 
July 1, 1916, 12-13. 

*U, S. Fuel Administration, A System of 
Accounts for Retail Coal Dealers, Nov. 1,| 
1917, p. 17. 

*® War Department, Office of The Chief of 
Ordnance, Form 2941, Definition of “Cost’ 
Pertaining to Contracts, June 27, 1917, pp. 
9-11. 

* Bureau of Air-Craft Production, General | 
Ruling No. 28, May 3, 1918, of the Rulings 
Board of the Finance Department to the) 
effect that in cost plus contracts deprecia- 
tion must be based on original cost and “In| 
no ease shall depreciation be based on the 
cost of reproduction at present prices.” See 
E. A. Sailiers, op. cit., note 11, p. 56. 

* Rules and Regulations Governing The 
Administration of the Federal Water Power 
Act (1921), Regulation 16. 

*Rules and Regulations Governing the 
Administration of the Federal Water Power 
Act (1928), Regulation 16, pp. 31-86. 

* Bureau of Accounts, Depreciation Sec- 
tion, Report of the Preliminary Investiga- 
tion of Depreciation Charges in Connection 
with Steam Roads and the Tentative Conclu- 
sions and Recommendation of the Deprecia- 
tion Section for the Regulation of Such 
Charges. Docket No. 15100, Aug. 23, 1923, 
pp. 11-13; Same for Telephone Companies, 
Docket No. 14700, Mar. 10, 1923, pp. 6, 18-21. 

“ Act of Feb. 28, 1920, ch. 91, 41 Stat. 456, 
493. 

“Tilinois—Re Middle 
Co., P. U. R. 1929B, 390, 396; Re Dixon 
Water Co., P. U. R. 1929B, 403, 408; Re Ver- 
mont Telephone & Exchange Co., P. U. R. 
1929B, 411, 415; Re East St. Louis & Inter- 
urban Water Co., P. U. R. 1928A, 57, 68; 
Re Pekin Water Works Co., P. U. R. 1928C, 
266, 276; Re Kinloch-Bloomington Tel. Co., 
P. U. R. 1927E, 135, 142; Indiana—Re Home 
Tel. Co. of Elkhart County, P. U. R. 1928A, 
445, 455; Re Logansport Home Tel. Co., 
1928E, 714, 725; Re Butler Tel. Co., P. U. R. 
1925A, 240, 242, P, U. R, 1927C, 800, 804; 
Minnesota—Re Duluth Ry. Co. P. U. R. 
1927A, 41 52, 55; Missouri—Re Capital City 
Water Co., P. U. R. 1928C, 436, 460-1; Re 
County Telephone Co. P. U. 
1928B, 796, 807; Re Capital City Water Co., 
P. U. R. 1925D, 41, 56, 57; Nebraska—Re 
Platte Valley Tel, Corp., P. U. R. 1928C, 1938, 
200; Re Meadow Grove Tel. Co., 1928D, 472, 
477; Re Madison Tel. Co.,.P. U. R. 1929B, 
885, 889; New Jersey—Re Elizabethtown 
Water Co., P. U. R. 1927E, 39, 63; Re Coast 





Gas Co., P, U. R. 1923A, 349, 366; New York | 


States Telephone { 


R. | 


B, Leach & Co., Inc. (Sup. Ct. U. S.)—IV U. S. 


U. R. 1927A, 655, 665-7; Wisconsin—Re Wis- 
consin-Minnesota Light & Power Co., P. U. 
R. 1920D, 428, 433-5; Milwaukee Electric Ry. 
& Light Co. v. Milwaukee, P. U. R. 1918E, 


| 1, 58; but see Re Wisconsin Telephone Co., 


P. U. R, 1928B; 434; West Virginia—Re 
Cumberland & Allegheny Gas Co., P. U. R. 
1928B, 20, 80; Re Clarksburg Light & Heat 
Co., P. U. R. 1928B, 290, 322-825; Re Pitts- 
burgh & West Virginia Gas Co., P. U. R. 
1927D, 844, 851; South Carolina—Re Rock 
Hill Tel. Co., P. U. R. 1928E, 221, 230, “We 
are of the opinion that the cost of the prop- 
erty is the only possible reasonable author- 
ity upon which depreciation can be calcu- 
lated. Depreciation is a reserve to equalize 
retirements and not a reserve to equalize 
replacements. A rate of depreciation based 
upon original cost, even, is little more than 
an intelligent guess; but based upon repro- 
duction costs is the blindest kind of specula- 
tion. With the known original cost of a 
unit and an engineer’s estimate of its serv- 
ice life and salvage value, * * * some 
semblance of accuracy might be reached. 
To guess its service life and salvage value is 
bad enough but who would venture to guess 
what it would cost to reproduce it 10 or 20 
years thereafter. “ * * Depreciation reserve 
is intended to keep. the investment level but 
not to insure the hazards of varying fu- 
ture.” 

In its second report in the instant case 
the Commission said: “The plan of provid- 
ing for retirements at cost is that followed 
by the Interstate Commerce Commission and 
the utility regulatory commissions. of most 
of the States, and by all other utilities under 
the jurisdiction of this Commission.” P. U. 
R. 1929A, 180, 181. 


The cost basis is required in the following 
classifications of accounts prescribed by the 
Commissions of: Colorado—-Uniform System 
of Accounts for electric light and power 
utilities, 1915, account No. 351, pp. 29-30, 


| account No. 775, pp. 67-68; Uniform System 


of Accounts for gas utilities, 1916, account 
No. 851, p. 28, account No. 775, pp. 56-57; 
Uniform System of Accounts for water 
utilities, 1920, account No. 351, pp. 25-26, 
account No. 775, pp. 65-66; California—Uni- 
form Classification of Accounts for tele- 
phone companies, 1913, pp. 54-55; for water 
corporations, 1919, pp. 14-15, account No. 29; 
for gas corporations, 1915, account No. 29, p. 
15; for ‘electric corporations, 1919, account 
No. 29, p. 15; Connecticut—Uniform System 
of Accounts for water companies, 1922, ac- 
count No, 180, p. 17; Georgia—Uniform Sys- 
tem of Accounts for telephone companies, 
1920, pp. 6-7, account No. 12, p. 12, account 
No. 19, p. 16; Idaho—Uniform System of Ac- 
counts for water corporations, 1914,-account 
402, pp. 92-98; account W6, p. 10; for elec- 


itric light and power companies, 1914, ac- 


count 54, p, 29, acount 215, p. 95; Indiana— 
Uniform System of Accounts for water utili- 
ties, 1920, account 370, p. 52, account 335, 
p. 82; for electric utilities, 1920, account 
297, p. 73, account 309,.p. 46; for heating 
utilities, 1920, account 22, p. 18, and account 
118, p. 35; for electric railways, 1913, p. 52- 
58; Kansas-—Uniform System of Accounts 
for class D telephone companies, 1920, p. 4; 
Massachusetts—Uniform System of Ac- 
counts for gas and electric companies, 1921, 
account G678, p. 96, E678, p. 118, also pp. 
27-28; Minnesota—Uniform System of Ac- 
counts for telephone companies class C and 
D, 1918, accounting circular No, 52, account 
360, pp. 24-25; Missouri—Uniform System 
of Accounts for class D telephone corpora- 
tions, Public Service Commission General 
Order No. 22, 1918, pp. 9-10; Montana—Uni- 
form Classification of Accounts for gas 
| utilities, 1913, pp. 20-21, 35; for electric 
| utilities (undated but after 1919), pp. 25, 
42-43; for telephone utilities, 1913, pp. 22, 
35; for water utilities (undated but pits 
11919), 26 42; for street railways, 1913, 2 

41; New Hampshire—Uniform Classification 
of Accounts for gas utilities, Accounting 
Circular No. 2, 1914, account 220, p. 88, ac- 
count 98, pp. 58-4; New Jersey—Uniform 
System of Accounts for electric light, heat 
and power utilities, 1915, account 215; pp. 
26-27, account 494, p. 77; for street or trac- 
tion railway utilities, 1919, p. 18 (the ac- 
counts here are called “Accrued Amortiza- 
tion of Capital” and “General Amortization” 
instead of “Depreciation Reserve” and “De- 
preciation Account” or “Expense”); Penn- 
sylvania—Uniform Classification of Ac- 
counts for common carriers by motor ve- 
hicle, Class A, 1928, account 179, pp. 31-32; 
class B, 1928, account 179, p. 26; class C, 
1928, p. 20. No information has been found 
about the practice in the States not listed. 


“The Railways must hereafter assume 
the anomalous position of classing the ad- 
ditional $755,116 as an operating expense in 
its report to the Commission, and as part 
of its net income, in its income tax.returns, 


“When original cost is not known, or 
| when property is acquired in some unusual 
| way not involving purchase, some other base 
must, of course, be taken. But it is always 
a stable one.” Original cost, as used in this 
opinion ineludes other such stable bases. 
Compare Reyenue Act of 1928, Act of May 





R, 1920D, 529, 
538; Utah—Re Big Spring Electric Co., P. 


{Continued on Page 10, Column 8.] 
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Shipping 


Right of Receiver Named by State Court 
To Sue in Federal Tribunal Is Upheld 


Jurisdiction in Ohio 


Only Is Necessary 


Contention That Territorial 
Powers Were Exceeded 
Is Overruled 


The Supreme Court of the United 
States has upheld the right and author- 
ity of a chancery receiver appointed by 
a State court to bring suit, upon the 
euthorization of the State court, in a 
Federal district court sitting within the 
State and holding a term at ‘the place 
ware the State court sits. 

The court held, in answer to the con- 
tention that it was a well-settled rule 
of Federal practice that a chancery re- 
ceiver has no authority to sue in the 
courts of a foreigr jurisdiction to re- 
cover demands or ] 
situated, that the Federal court in the 
same State cannot rightly be considered 
a court of foreign jurisdiction within the 
meaning of the general rule. There is 
no substantial ground for extending that 
rule so as to bring the case within its 
terms, it was further held. 

The appointing court was also held to 
have properly. authorized the suit. 


HucGu W. GRANT, RECEIVER, ETC. 
v 


A, B. LeacH & COMPANY, INC. 
Supreme Court = - United States. 
io v.* 

On writ of certiorari to the Circuit Court 
of Appeals for the Sixth Circuit. 

J. P. Witson and A, M. HENDERSON, for 
petitioner; WILLIAM L. Day, DONALD 
W. Kuinc, ConraD H. POPPENHUSEN, 
Epwarp R. JOHNSTON, FLOYD 
THOMPSON, and HENRY JACKSON 
Darsy, for respondent. 


Opinion of the Court 

Jan. 6, 1930 3 
Mr. Justice SANForRD delivered the opin- 

jon of the court. 
Grant, a citizen and resident of Ohio, 
was appointed by the Common Pleas 
Court of Mahoning County in that State, 
receiver of the property and assets of 
the Struthers Furnace Co., an Ohio cor- 
poration. Thereafter, pursuant to an or- 
der of that court so directing, he brought 
this suit in equity against Leach & Co., 
a New York corporaton, in the Federal 
District Court for the Eastern Division 
of the Northern District of Ohio,(1) to 
recover certain mortgage bonds of the 
Furnace Company, or their value. The 


district court gave decree in favor of} 


the receiver. The circuit court of ap- 
peals vacated this decree and dismissed 
the suit, on the ground that it was be- 
yond the’ power of the common pleas 
court to authorize the receiver to bring it. 
27 ¥F. (2d). 201.(2) 


Receiver Appointed After 


Instigation of Suits 


1. The bonds in question were part of 

an issue of 8 percent bonds of the Fur- 
nace Company, secured by a mortgage 
upon certain real and personal property. 
In 1922 Leach & Co. purchased from the 
Furnace Company a large number of 
hese bonds, at 90% and accrued inter- 
est, in exchange for 3,000 shares of the 
7 per cent preferred stock of the Fur- 
nace Company, at 85 and accrued divi- 
dends. 

In 1925 the trustee under the mort- 
gage brought suit in the common pleas 
court against the Furnace Company for 
foreclosure. The verified petition alleged 
that the Furnace Company had defaulted 
in semiannual interest on the bonds, and 
all the outstanding bonds had been de- 
clared due and payable. It prayed that 
judgment be given for the amount of 
the bonds and interest, that the mort- 
gaged property be sold and the proceeds 
applied to the payment of the outstand- 
ing bonds, that a receiver be appointed 
to take charge of the “property of the 
defendant” and manage the same and 
collect the rents and incomes therefrom, 
and that he be ordered to set apart and 
sequester all amounts so received from 
any of the mortgaged property for the 
payment of the bonds; and for general 
relief. 


On the same day a preferred stock- 
holder of the Furnace Company, brought 
suit in the common pleas court against 
the Furnace Company and the mortgage 
trustee. The verified petition alleged 
that the Furnace Company, owing to 
prevaili market conditions and want 
of cai, had been compelled to close 
down its plant and cease operations, had 
been unable to pay the semiannual in- 
terest on its bonds, was indebted in the 
sum of $1,500,000 on the bonds, had no 
funds with which to pay the same and 
accruing interest, was indebted on past 
due notes and other current obligations 
in a sum exceeding $2,000,000 which it 
could not pay, was unable to finance its 
obligations, and would be subjected to 
suits, judgments, and executions and the 
sale of its property and assets, and that 
for the protection of bondholders, stock- 
holders and creditors of the company it 
was necessary that a receiver be ap- 
pointed to take charge of and conserve 
its plant and property until its financial 
requirements could be provided; and 

rayed that the court appoint a receiver 
6 take charge of its property and as- 
sets, and for general relief. 

These causes came on to be heard on 
the petitions for the appointment of a 
receiver, whereupon the court consoli- 
dated them in so far as the question of 
the appointment, acts and duties of a 
receiver were common to both. And, 
finding that there was urgent exigency 
for the immediate appointment of a re- 
ceiver in the two cases to preserve the 
property and assets of the Furnace Com- 
pany, the court granted the prayers of 
the petitions, appointed Grant receiver 
in both cases, and directed and empow- 
ered him to take possession of all the 
property designated in the trustees’ peti- 
tion, together with all other property, 
both real and personal, of the Furnace 
Company, including its books aid pa- 
pers, to do all things necessary in order 
properly to preserve and protect the 
ussets and property for the best inter- 
ests of ail parties sinterestec therein, and 
to manage and. control the same and 
collect the rents and income therefrom. 

Thereafter Grant applied to the, court 
for an order granting him as receiver 
authority to bring suit in the Federal 
district court against Leach & Co., on 
the ground that it, under an ultra vires 





‘court could confer upon him authority 





+ 


and illegal contract, had received bonds 
of the .‘urnace Company in exchange for 
preferred stock; and represented to the 
court that he shotild recover for the 
benefit of: the stockholders and creditors 
of the Furnace Company the value of 
such »onds, or the bonds themselves, and 
that it would be to the material benefit 
of the stockholders and creditors if leave 
to commence such suit were granted. 
Upon hearing this application, the court, 
finding that it was for the best interests 
of the creditors and stockholders of the 
Furnace Company that such suit be com- 
menced, authorized and directed the re- 
ceiver to commence the suit against 
Leach & Co., praying for such relief as 
should be obtained against it, in order 
to reimburse the receiver for the ap- 


{parent unlawful and illegal issue of the 


bonds by the Furnace Company to Leach 
& Co. in consideration of the preferred 
stock. 


Authority for Bringing 


e-! Action Put in Issue 
property therein) 


In his petition in the district court 
Grant alleged that he was the receiver 
of all the assets, choses in action and 
other property of the Furnace Company, 
duly appointed by the common pleas 
court, and brought the suit by virtue of 
authority so to do granted to him by 
that court; and that the Furnace Com- 
pany was without authority to exchange 
its bonds for its stock. He prayed that 
the court order Leach & Co. to surrender 
and deliver to him the bonds that it had 
received from the Furnace Company in 
exchange for the stock, or, if it had dis- 
posed of the bonds and could not re- 
deliver them, to pay him their value 
upon the surrender of the stock; and 
for general relief. Leach & Co., answer- 
ing the petition on the merits, admitted 
that the petitioner was duly appointed 
receiver of all the assets, choses in ac- 
tion and property of the Furnace Com- 


E.| pany by the common pleas court, but 


stated that it had no knowledge or in- 
formation as to the authority zranted 
to him by that court to bring the action, 
and therefore neither admitted nor denied 
that 4llegation but required the plaintiff 
to make strict proof thereof. This, we 
think, under the 30th equity rule,(3) put 
in issue the allegation that the action 
was brought under authority granted by 
the common pleas court. 


Bringing Suit Held to Be 
Beyond Receiver’s Power 


At the hearing, the district court, after 
stating that the plaintiff was the receiver 
of the Furnace Company, duly appointed 
by the common pleas court, and as such 
possessing all the powers conferred by 
statute and general principles of equity 
on a receiver—without referring to the 
question whether he had been authorized 
to bring the action(4)—found, upon the 
evidence, that the transaction by which 
the bonds were delivered to Leach & 
Co. violated numerous principles of cor- 
poration law, justice-and» honesty; was a 
gross fraud upon other preferred stock- 
holders, and could not be _ sustained 
against creditors; and, as it appeared 
that Leach & Co. had disposed of ‘the 
bonds to innocent purchasers, gave de- | 
cree against it in favor of the receiver 
for their value, with the interest on them 
that had been paid to Leach & Co. 

On appeal by Leach & Co., the circuit 
court of appeals held, in substance, that 
the powers of the receiver were limited 
to the purposes of the suit in which he 
was appointed, and the common pleas 


tq do only such acts as were within the 
scope of its jurisdiction as limited by 
such purposes; and that since there was 
no object or purpose in them that could 
be served by the bringing of the suit 
against Leach & Co., the court was with- 
out authority to direct him to bring it, 
and the purported authorization so to do 
was beyond its power. And, without 
passing upon the merits of the receiver’s 
claim, the decree of the district court 
was reversed and the suit dismissed. 

2. Upon these facts we conclude that 
the circuit court of appeals was in error 
in reversing the decree of the district 
court and dismissing the receiver’s action, 
without consideration of his claim upon 
the merits. While the argument in this 
court has covered a wide range, we do 
not find it necessary to state more than 
the controlling reasons which lead us to 
that conclusion. 

The common pleas court by its order 
had in fact authorized and _ directed 
Grant, as receiver, to bring the action 
in the district court. The common pleas 
court had previously appointed him re- 
ceiver of all the property of the Fur- 
nace Company, both real and personal, 
and had directed and empowered him to 
take possession thereof and to do all 
things necessary to preserve: and pro- 
tect it for the best interests of all parties 
interested therein. The claim against 
Leach & Co. arising out of the exchange 
of bonds for preferred stock, was a chose 
in action of the Furnace Company, and as 
such was a part of the property of which 
he had been appointed receiver. 


Appointment Not Subject 
To Collateral Attack 


The common pleas court had jurisdic- 
tion of the petitions for the appointment 
of a receiver in the suits of the mortgage 
trustee and preferred stockholder; and 
the power to determine whether, under 
the allegations of the petitions, it was 
authorized to appoint a receiver of the 
company’s property; to what extent and 
for what purposes; and what authority 
should be vested in him as such receiver. 

Section 11894 of the General Code of 
Ohio provides that the common pleas 
court may appoint a receiver in causes 
pending therein in certain designated 
cases, and “6. In all other cases in which 
receivers heretofore have been appointed 
by the usages of equity.” 

It is questioned whether under this 
statute the court rightly appointed, un- 
der the petition of the mortgage trustee, 
a receiver of the portion of the Furnace 
Company’s property which was not cov- 
ered by the mortgage; and-it is asserted 
that. under the petition of the preferred 
stockholder, in which no other relief was 
prayed, the appointment was eironeous, 
under the decisions of the Ohio courts. 
But, however this may be, the court had 
jurisdiction and the power to determine 
these questions. And even if the order 
appointing the receiver was erroneous 
and might have been vacated in part in 
a direct attack, as upon an«appeal by 
the Furnace Company, its validity was 
not challenged in any respect by the an- 
swer of Leach & Co. in the cistrict court, 
which admitted the allegation that Grant 





Cause Is Remanded 


For Action on Merits 


Bond Transaction in Prejudice 
To Stockholders of Com- 
pany Alleged 


had been “duly appointed” receiver of 
all the company’s property. And plainly 
the validity of the appointment could 
not have been questioned by a collateral 
attack in another court. See Cadle v.}| 
Baker, 20 Wall. 650, 651; Shields v. Cole- 
man, 157 U. S. 168, 178; Lively v. Picton | 
(C. C. A.) 218 Fed: 401, 406; Lydick v. 
Neville (C. C. A.) 287 Fed. 479, 482; 
Olmstead v. Distilling Co. (C. C.) 73 
Fed. 44, 48; Shinney v. North American 
Co. (C. C.) 97 Fed. 9, 10; Barbour v. Na- 
tional Bank, 45 O. S. 133, 140; McNary 
v. Bush, 35 Or. 114, 117. 

Section 11897 further provides that 
“under the control of the court, the re- 
ceiver may bring and defend actions in 
his own name, as receiver * * *, and 
generally do such acts respecting the 
property as the court authorizes.” Un- 
der this provision the common pleas 
court had jurisdiction to determine what 
actions the receiver might bring The 
action against Leach & Co.—involving 
in effect the claim of an iilegal taking 
by it of a large amount of the company’s 
bonds, which if recovered would reduce 
the amount of the mortgage lien—came, 
we think, fairly within the terms of the 
statute as an act respecting property 
in the custody of the court in the trus- 
tees’ suit. 


Territorial Limit for 
Receiver Is Claimed 


But even if this were not the case, the 
order specifically authorizing and direct- 
ing the receiver to bring the action in the 
district court was one which the common 
pleas court had jurisdiction to make in 
the exercise of its discretion and under 
the construction which it placed upon 
the statute; and, as such, was not one 
which, even if erroneous, was subject to 
the collateral attack which Leach & Co. 








sought to interpose in the district court. 
Thus, in Sanger v. Upton, Assignee, 91 
U. S. 56, 58, the district court, on the 
application of the assignee of a bankrupt 
corporation had made an ex parte order 
that the balance unpaid on the stock of 
the several stockholders should be paid 
to the assignee by a certain day, and in 
default of such payment the assignee 
should proceed to collect the amount due 
from each delinquent stockholder. This 
court, in a suit instituted by the assignee 
in the circuit court against a stockholder 
who had failed to pay pursuant to that 
order, said: “The order was conclusive 
as to the right of the assignee to bring 
the suit. Jurisdiction was given to the 
district court by the bankrupt act * * * 
to make it. It was not necessary that 
the stockholders should be before the 
court when it was made, any more than 
that they should have been there when 
the decree of bankruptcy was pronouneed. 
That decree gave the jurisdiction and 
authority to make the order. The plain- 
tiff in error could not, in this action, 
question the validity of the decree; and, 
for the same reasons, she could not draw 
into question the validity of the order. 
She could not be heard to question either, 
except by a separate and direct proceed- 
ing had for that purpose.” 

3. It is urged, however, in argument 
that, even if the order of the common 
pleas court be otherwise valid, Grant 
is merely a chancery receiver having no 
title to the property, and therefore can- 
not maintain an action for its recovery 
by reason of the settled doctrine in Fed- 
eral jurisprudence that such a receiver 
has no authority to sue in the courts 
of a foreign jurisdiction to recover de- 
mands or property therein situated, and 
that his functions and authority are con- 
fined to the jurisdiction in which he was 
appointed. See Sterrett v. Second Na- 
tional Bank, 248 U. S. 78, 76; and cases 
cited. The underlying reason for this 
rule, as shown in Booth v. Clark, 17 How. 
322, 338, and emphasized in Hale v. Al- 
linson, 188 U. S. 56, 68, is that such a 
receiver “has no extraterritorial power 
of official action; none which the court 
appointing him can confer, with author- 
ity to enable him to go into a foreign 
jurisdiction to take possession of the 
debtor’s property; none which can give 
him, upon the principle of comity, -a 
privilege to sue in a foreign court or an- 
other jurisdiction.” It has been applied 
by this court in cases where a chancery 
receiver appointed by a State court 
sought to maintain a suit in a Federal 
court in another State; its effect there 
being as appears from a statement in 
Hale v. Allinson, supra, at p. 68, merely 
to deny permission to such an action by 
a receiver, “outside the jurisdiction of 
the State of his appointment.” 


Jurisdictional Objection 
Is Not Well Founded 


Here, however, the Ohio court author- 
ized and directed the receiver to bring 
the action in a Federal district court 
within Ohio, and having jurisdiction in 
territory with?a which the common pleas 
court itself was located.(1) The re- 
ceiver’s petition merely prayed for a re- 
covery against Leach & Co., and did not 
seek an administration of the property 
by the district court. Upon such re- 
covery no assets would have to be re- 
moved from the territorial jurisdiction 
of the district court to Ohio, the State 
of the receiver’s appointment, as they 
would be recovered and held therein. The 
order did not authorize or require the 
receiver to take any extraterritorial ac- 
tion outside of Ohio, either for the pur- 
pose of bringing the suit or taking pos- 
session of the property recovered; and 
the bringing of the action withi: Ohio 
involved no application to the district 
court to be granted the privilege of 








bringing a suit outside of Ohio upon the 
principle of comity. We think that un- 
der these circumstances the Federal 
court in the same State cannot rightly 
be considered a court of foreign juris- 
diction within the meaning of the general 
rule, and that there is no substantial 
ground for extending that rule, As 
hitherto applied, so as to bring this case 
within its terms. 

This conclusion is emphasized by the 
fact that in Shields v. Coleman, supra, 
p. 174, a receiver appointed by a chan- 
cery court of a Tennessee county, was 
allowed, without question, pursuant to 
its- order, to maintain an action in the 
United States Cireuit Court for the East- 
ern District of Tennessee—within whose 
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Nebraska—Municipal Hat eae ig nea Improvements—Power to Make 


Improvements—Method 0 


\Defraying Cost of Lighting Plants— 


Where a statute (Nebr. Comp. St. 1922, secs. 4396-9), authorizing a city 
to purchase and maintain a lighting plant, provides that the cost thereof 
might be defrayed by tax levy, or, if that proved insufficient, by a bond issue, 
such methods are not the exclusive means of defraying the cost of lighting 
plant equipment, and the power to install and maintain such plant implies 
the power to pay for equipment therefor, a diesel engine, by making a cash 


payment from funds already on hand and 
purchase price out of net earnings of the p 
(Nebr. Sup. Ct.)—IV U. S. Daily, 3059, Jan..9, 1930. 


macher et al, 


paying the remainder of the 
ant.—Carr et al. v. Fenster- 


Nebraska—Municipal Corporations—Governmental Powers—Powers Inci- 


dent to Those Granted— 


A statutory grant of a general power to a municipality may imply a 
means of exercising it in addition to the methods specifically authorized by 
statute where the authorized methods are not prescribed as exclusive and 
where the method adopted is not specifically prohibited by law.—Carr et al. 


v. Fenstermacher et al. 


(Nebr. Sup. Ct.)—IV U. S. Daily, 3059, Jan. 9, 1930. 


Nebraska—Municipal Corporations—Fiscal Management—Power to Incur In- 


debtedness—Conditional Obligations— 


A statutory provision (Nebr. Comp. St. 1922, sec 4373) requiring an ap- 
propriation by a city in advance of incurring an indebtedness does not apply 
to a conditional obligation incurred for the purpose of purchasing equip- 
ment for the city light plant, which obligation is not a general indebtedness 
of the city but is payable alone out of funds on hand and net earnings of 


the light plant.—Carr et al. v. Fenstermacher et al. 


U. S. Daily, 3059, Jan. 9, 1930. 


(Nebr. Sup. Ct.)—IV 


Nebraska—Municipal Corporations—Public Improvements—Contracts—Esti- 


mates—Statutory Provisions— 


The sale of equipment to a municipality will not be enjoined where a city 
official, who is required by statute (Nebr. Laws 1925, ch. 51, p. 203) to sub- 
mit’ an estimate of the cost of such equipment before expenditure may be 
made therefor, states the maximum cost of such equipemnt instead of a 


definite amount.—Carr et al. v. Fenstermacher et al. 


IV U.S. Daily, 3059, Jan. 9, 1930. 
Nebraska—Municipal 


Corporations—Public 
Bids—Notice to Bidders—Sufficiency— 


(Nebr. Sup. Ct.)— 


Improvements—Proposals or 


In a notice to bidders failure of a city to state the hour for closing and 
opening bids, as provided by statute, held not to invalidate a contract of 
purchase where the notice required bids “on or before” a specific date, gave 
the information necessary to proper bidding, and only one bid was sub- 


mitted—Carr et al. v. Fenstermacher et al. 


Daily, 3059, Jan. 9, 1930. 


(Nebr. Sup. Ct.)—IV U. S. 


Nebraska—Municipal Corporations—Public Improvements—Electricity—Duty 
to Fix Reasonable Rates—Contract to Purchase Equipment to Be Paid Par- 


tially From Net Earnings— 


The duty of a city to fix reasonable rates for electricity furnished to con- 
sumers through a municipal lighting plant held not violated by a contract 
to purchase necessary equipment for it and to pay a portion of the purchase 
price out of its net earnings, where the contracting parties agreed that such 
earnings should be based alone on lawful charges.—Carr et al. v. Fenster- 


macher et al. 


Pennsylvania to Intervene 
In Diversion Dispute 


The Commonwealth of Pennsylvania 


was given permission on Jan. 6, to int -- |} 
vene in an original action pending before : 


the Supreme Court of the United States 
between the State of New Jersey and 
the State and City of New York, upon 
the condition that it file a statement of 


its interests in this cause and the relief, 
if any, which it desires. 

This litigation arises out of the threat- 
ened diversion by the State and City of 
New York of water from the watershed 
of the Delaware River which is located in 
New York, for the benefit of the City 
of New York. New Jersey through 
counsel, raises the objection that such 
a diversion greatly would lessen the flow 
of water in the Delaware River and Bay 
and would impede commerce and navi- 
gation as well as injure the oyster beds 
in Delaware Bay. 


The Commonwealth of Pennsylvania 
had filed a brief expressing its desire 
to intervene but counsel for the original 
parties asked the Court to compel Penn- 
sylvania to outline its position more 
clearly and reveal which side it would 
support. 


a 


territorial limits that county was in- 
cluded—for the restoration of property 
then in the custody of a receiver ap- 
pointed by the Federal court. Similar 
action was taken by this court in Har- 
kin v. Brundage, 276 U. S. 36, 42, in a 
proceeding by receivers appointed by the 
Supreme Court of Cook County, IIl., 
brought in the Federal District Court 
for the Northern District of Illinois. 
And, conversely, it was held in Shull v. 
Fidelity & Guaranty Co., 81 W. Va. 184, 
188, that a receiver appointed by a Fed- 
eral district court in West Virginia, 
might maintain an action in a circuit 
court of the same State, under authority 
from the Federal court, not being under 
such circumstances “a foreign receiver” 
nor proceeding outside of the jurisdiction 
of his appointment. 

4. As the view of the circuit court of 
appeals that the receiver was without 
authority to bring the action against 
Leach & Co. was erroneous, its judg- 
ment must be reversed. And since it 
did not determine the merits of the re- 
ceiver’s claim, the case will be remanded 
to that court with instructions to pro- 
ceed to that end in conformity with this 
opinion. See Buzynski v. Luckenbach S. 
S. Co., 277 U.S. 226, 228, and cases 
cited. 


Reversed and remanded. 


1.—Mahoning County is included in. the 
Eastern Division of the Northern District, 
and a stated term of the district court is 
held therein. 

2.—The record here consists in part of 
copies of orders and proceedings in the 
common pleas court, which were filed in 
the circuit court of appeals, for its con- 
sideration, pursuant to a stipulation of the 
parties. The cireuit court of appeals, after 
stating that no issue had been made in the 
evidence in the district court as to the re- 
ceiver’s authority to bring the action, said: 
“We preferred not to decide it upon a con- 
struction of the pleadings, and hence. we 
suggested to counsel that they file certified 
copies of any orders or proceedings had 
in the common pleas court, where the re- 
ceiver was appointed, and stipulate that 
this court might consider such orders or 
proceedings in determining the question on 
its merits. This suggestion has been acted 
upon, and certified copies of all pertinent 
pleadings and orders have been filed.” And 
we have likewise considered the orders and 
proceedings in the.common pleas court, with 
like effect as if they had been offered in 
evidence in the district court, 

3.—This rule provides that: “The de- 
fendant in his answer shall in short and 
simple terms set out his “defense to each 
claim asserted by the bill * * * specifically 
admitting or denying or explaining the 
facts upon which the plaintiff relies, un- 
less the defendant is without knowledge, 
in which case he shall so state, such state- 
ment operating as a denial. Averments 
other than of value or amount of damage, 
if not denied, shall be deemed confessed, 
except as against an 





infant, lunatic, or 
other person non compos and not under 
guardianship * * * .” 

4.—No evidence had been offered upon 
this issuance in the district court; but 
the absence was fully supplied, by con- 
currence of both parties, in the circuit court 
of appeals. See Note 2, supra, 


' 
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Journal: of the 
Supreme Court of the 
United States 


January 8 

Present: Mr. Justice Holmes, Mr. 
Justice Van Devanter, Mr. Justice Mc- 
Reynolds, Mr. Justice Brandeis, Mr. 
Justice Sutherland, Mr. Justice Butler, 
Mr. Justice Sanford, and Mr. Justice 
Stone. 

Willis Smith, of Raleigh, N. C.; Joe 
Crail, of Los Angeles, Calif.; Grover C. 
Spillers, of Tulsa, Okla.; Sam C. Polk, 
of Houston, Tex., and Joseph H. P. Bibb, 
of Marshall, Tex., were admitted to prac- 
tice. 

Mr. Justice Holmes announced the follow- 
ing order of the court: 

No. , Original. Ex parte: In the mat- 
ter of the State of Rhode Island and the 
Providence Plantations. The motion for 
leave to file a petition for writ of mandamus 
is denied, 

No. 35. The State of Ohio, on the relation 
of John C. Popovici, petitioner, v. Abram W. 
Agler et al. Argument continued by Mr. 
Atlee Pomerene for the petitioner, by Mr. 
Harry Nusbaum for the respondents, and 
concluded by Mr. Malcolm Y. Yost for the 
petitioner. 

No. 62. John Baizley Iron Works et al., 
appellants, v. Abraham Span. Argued by 
Mr. Owen J. Roberts for the appellants, and 
by Mr. William J. Conlen for the appellees. 

No. 67. Commissioner of Internal Revenue, 
petitioner, v. American Code Company, Inc. 
Argued by Mr. Solicitor General Hughes for 
the petitioner, and by Mr. Clark H. Hebner 
for the respondent. 

Adjourned until Jan. 9 at 12 o’clock, when 
the day call will be: Nos. 68, 71, 73, 75, 77, 
79, 81, 86 (and 267), 87, and 89. 


Journal of the 
Court of Customs ‘and 
Patent Appeals 


January 8 
Present: Presiding Judge William J. 
Graham, and Associate Judges Oscar E. 


Bland, Charles S. Hatfield and Irvine L. 
Lenroot. 


Elmer L. Goldsmith, of Indianapolis, 
Ind.; William E. Warland, Merton W. 
Page, Willis H. Taylor Jr., and Eugene 
L. Greenewald, of New York City; Lang- 
don Moore, of Bloomington, Ill, and 
Dexter N. Shaw, of Philadelphia, Pa., 
were admitted to practice. 


No. 2307. Louis Pengilly v. Francis Y. 
Copeland. Cigarette lighter and dispenser. 
Motion of appellee to file brief instanster 
allowed. 

No. 2250. 
provement 
Motion of 
denied. 


No. 2230. Ex parte Charles N. Forrest et 
al. Improvement in the manufacture of 
oxidized mineral oils. Motion of appellant 
to file brief instanter denied. 

Nos. 2194 and 2195. Joseph V. Meigs v. 
James McIntosh. Same v. Same. Artificial 
resin and process of making same. Argued 
by Mr. Percival H. Truman for the appel- 
lants and by Mr. Dexter N. Shaw for the 
appellees, 

No. 2199. Ex parte Walter W. Williams. 
Improvement in safety mechanism for fuel- 
burning devices. Argued by Mr. Langdon 
Moore for the appellant and by Mr. Howard 
S. Miller for the Commissioner of Patents. 

“Mo, 2320, Ex parte Axel Oswald Appelburg 
et al. Improvement in thermostatic switch. 
Argued by Mr. James T. Newton for the 
appellant and by Mr. T. A. Hostetler for 
the Commissioner of Patents. 


Ex parte Samuel Naismith, Im- 
in furnace-wall construction. 
appellant to file brief instanter 


President Fills Vacancy 
On Claims Commission 


President Hoover, it was announced 
orally at the White House on Jan. 8, 
has appointed Roland W. Boyden, an 
attorney of Boston, Mass., to be umpire 


of the Mixed Claims Commission between 
the United States and Germany, to suc- 
ceed Edwin D, Parker, deceased. 
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Admiralty Jurisdiction 


Provisions of Suits in Admiralty Act : 
Bar Actions Against Fleet Corporation 


Time Limit Prescribed in Measure Controlling Procedure 
Against Government Prevents Claims 


The suits in admiralty act provides the | 
exclusive remedy for causes of action 
arising out of the possession or operation 
of merchant vessels. by the United States 
or for it by the Merchant Fleet Corpora- 
tion, the Supreme Court of the United 
States held on Jan. 6. 

_ The court concluded that in four cases, 
disposed of in one opinion, the lower 
courts should have dismissed _ suits 
brought under the Tucker Act and at 
law on contract and tort claims, for lack 
of jurisdiction. In three cases the lower 
courts entertained jurisdiction and the 
decisions therein were reversed by the 
Supreme Court. The decision of the lower 
court in the fourth case dismissing the 
suit for lack of jurisdiction was affirmed. 

The court extended to all suits arising 
out of the operation or possession of 
merchant vessels of the United States 
the rule laid down in the case of Fleet 
Corporation v. Rosenberg Bros., 276 U. S. 
202, that the suits in admiralty act af- 


forded the exclusive remedy in admiralty 
causes. 


JOHN JOHNSON ET AL. 
Vv 


UNITED: STATES SHIPPING BoARD EMER- 
GENCY FLEET CORPORATION. ETC., ET AL. 
Supreme Court of the United States. 
Nos. 5, 32, 56 and 123. 


On writs of certiorari to the Circuit 
Court of Appeals for the Second Cir- 
cuit. 

CLaupdE R. BRANCH, Special Assistant to 
the Attorney General (CHARLES E. 
HUuGHEs JR., Solicitor General, GEORGE 
R. FarNuM, Assistant Attorney Gen- 
eral, J. FRANK STALEY and CHAUNCEY 
G. PARKER on the briefs), for Fleet 
Corporation and the United States; 
Stmras B. AXTELL and Myron Scott 
(C. ALEXANDER CAPRON and CHALLEN 
B. ELLIs on the briefs), for John John- 
son and Benjamin Lustgarten, etc.; 
JOHN C. CRAWLEY, for the Royal ‘In- 
surance Company, Ltd., et al.; OSCAR 
R. Houston (F. HERBERT PREM on the 
brief), for Federal Sugar Refining 
Company. 

Opinion of the Court 
Jan. 6, 1930 


Mr. Justice BUTLER delivered the opin- 
ion of the court. 

No. 5.—Aug. 1, 1920, petitioner was an 
unemployed seaman. The steamship 
“Jacksonville,” then lying in the port of 
Jacksonville, Fla., was a merchant vessel 
owned by the United States and oper- 
ated for it by the Fleet Corporation. On 
that day, petitioner went aboard to seek 
employment and, when returning to the 
shore, fell from the gangplank and suf- 
fered serious injuries. 

This is an action at law brought by him 
in April, 1923, against the Fleet Corpora- 
tion in the Supreme Court of New York 
to recover damages for such injuries. The 
complaint alleges that, due to the negli- 
gence of the defendant’s officers and em- 
ployes, the gangplank was insecure and 
that plaintiff’s injuries were caused 
thereby. 

The defendant removed the case to the 
United States District Court for the 
Eastern District of New York. Its an- 
swer denies the negligence charged in the 
complaint and alleges that plaintiff was 
guilty of contributory negligence; that, 
whatever his rights, plaintiff’s remedy is 
provided exclusively by the suits in ad- 
miralty act, approved Mar. 9, 1920, 41 
Stat. 525, 46 U.S. C., section 741 et seq., 
and that his claim is barred because, as 
appears by the complaint, the action was 
not commenced within the two years pre- 
scribed by that act. The district court 
submitted the case to a jury and charged 
that, if guilty of contributory negligence, 
plaintiff could not recover. There was a 
verdict for defendant and the judgment 
thereon was affirmed by the circuit court 
of appeals. 24 F. (2d) 963. 


Plaintiff Was Employed 
On Government Ship 


No. 32.—Mar. 6, 1926, the steamship 
“Coelleda” was a merchant vesselvowned 
by the United States and operated for it 
by the Navigation Company as agent 
pursuant to an agreement made by the 
United States acting through the Ship- 
ping Board represented by the Fleet Cor- 
poration. Merchant marine act, 1920, 
sections 12, 35, 41 Stat. 993, 1007. 46 








U. S. C., sections 871, 886. Respondent 
was a seaman employed thereon. 

This is an action at law brought by 
him in the United States District Court, 
Southern District of New York, against 
the Fleet Corporation and the Navigation 
Company to recover damages for injuries 
alleged to have been sustained by him 
while in that service. The complaint al- 
leges two causes of action: (1) That, due 
to the negligent failure of defendants to 
furnish him a safe place in which to 
work, plaintiff was severely injured; and 
(2) that, being injured and in need of 
medical treatment and rest, he was re- 
fused such treatment by the master and 
officers of the ship and was compelled to 
continue to work. 

The answer of each defendant denies 
the negligence and wrongful acts 
charged in the complaint and alleges that, 
whatever his rights, plaintiff’s remedy is 
provided exclusively by the suits in ad- 
misalty act, and that therefore this ac- 
tién cannot be maintained. The trial 
court dismissed the first cause of action; 
and, after denying defendants’ motion 
that a verdict in their favor be directed, 
submitted the second to a jury. There 
was a verdict for plaintiff, and the judg- 
ment entered thereon was affirmed by the 
circuit court of appeals. 


Delivery of Sugar 
Involved in Third Suit 


No. 56.—The United States owned and, 
through the Shipping Board and West 
India Steamship Company as agent, op- 
erated the merchant vessel “Gerosco.” 
In February, 1920, at Sagua La Grande, 
Cuba, sugar was delivered to the vessel 
for transportation to New York and de- 
livery there in accordance with bills of 
lading issued by the master. 

The vessel arrived in New York in the 
month following but, because some of the 
sugar was lost and some was damaged 
on the voyage, she failed to make de- 
livery as ag Jan. 5, 1924, this ac- 
tion was ower by petitioner in the 
District Court for the Southern District 
of New York against the United States 
under the Tucker Act, Judicial Code, sec- 
tion 24(20), 28 U. S. C.; section 41(20), 
to recover damages—less than $10,000— 
for failure to perform the contracts evi- 
denced by the bills of lading. 

The trial court gave judgment for the 
defendant. The circuit court of appeals, 
being of opinion that the limitations pre- 


scribed by the suits in admiralty act gov- 
erned, held that the action was too late 
rq affirmed the judgment. 30 F. (2d) 


2 

No. 123.—The steamship “Eastern 
Glade” was a merchant vessel owned by 
the United States and operated by the 
Fleet Corporation. Merchandise was de- 
livered to the vessel at New York for 
transportation to various destinations 
and delivery upon the orders of the con- 
signees. Two actions, one by underwrit- 
ers and the other by owners, were 
brought against the Fleet Corporation 
in the Supreme Court of New York to 
recover for loss and damage of cargo al- 
leged to have been caused by the negli- 
gence of the defendant. 

The causes of action accrued in De- 
cember, 1922. The suits were not com- 
menced until Sept. 7, 1928, long after the 
expiration of the period of limitations 
fixed by the suits in admiralty act but 
within the six years allowed by the 
New York statute. Section 48, civil 
practice act. Defendant removed the 
suits to the District Court for the South- 
ern District of "New York where they 
were consolidated. 

The case was tried by the court with- 
out a jury upon the complaints and a 
stipulation which provided that defend- 
ant should be deemed by appropriate 
pleadings to have raised the objection 
that the suits in admiralty act affords 
an exclusive remedy for all causes of 
action for which a libel in admiralty 
may be filed thereunder. 

_The court held that the remedy pro- 
vided by the act is exclusive and dis- 
missed the case for want of jurisdiction. 
30 F. (2d) 946. Plaintiff appealed to 
the Circuit Court of Appeals for the 
Second Circuit. We granted this writ 
before the determination of the case in 
that court. 


Questions Are Similar 
In All of Cases 


In each of these cases there is involved 
the question whether the suits in ad- 
miralty act excludes the remedy invoked 
by plaintiff. 

Section 1, in view of the provision 
made for libel in personam, prevents 
the arrest or seizure by judicial process 
of any vessel owned by, in the possession 
of or operated by or for the United 
States or any corporation in which the 
United States or its representatives own 
the entire outstanding capital stock. 
Section 2 declares that, in cases where 
if such vessel were privately owned or 
operated a proceeding in admiralty could 
be maintained “at the time ‘of the com- 
mencement of the action herein provided 
for,” a libel in personam may be brought 
against the United States or against 
such corporation, provided that such ves- 
sel is employed as a merchant vessel. 
The pertinent provisions of the act are 
printed in the margin of our opinion in 
Fleet Corporation v. Rosenberg Bros., 
276 U. S. 202, 209, et seq. . 

Prior to the passage df the act, mer- 
chant vessels of the United States were 
subject to seizure. Section 9, shipping 
act, Sept. 7, 1916, 39 Stat. 730. The 
Lake Monroe, 250 U. S. 246. And the 
Fleet Corporation was liable to be sued 
in State or Federal courts on\causes of 
action arising out of the operation of 
such ships. Cf. Sloan Shipyards v. U. S. 
Fleet Corp., 258 U. S. 549. The act 
relieved the United States of the incon- 
venience resulting from such seizures 
and gave remedy by libel in personam 
against the United States and such cor- 
porations. Blamberg Bros. v. United 
States, 260 U. S. 452, 458, 


Exclusive Remedy 
Provided in Some Cases 


But that is not its only purpose. It 
authorizes libel in personam where there 
is nothing on which recovery in rem 
could be had. Eastern Transp. Co. v. 
United States, 272 U. S. 675. And it 
furnishes the exclusive remedy in ad- 
miralty against the United States and 
such corporations on maritime causes 


[Continued on Page 11, Column 5.] 


time saving, 
air-rail service, 
operated by TAT- 
MADDUX Air 
Lines, and the 
Pennsylvania and 
Santa Fe railroads, 
includes stop-over 
privileges which 
may be used for 
business or pleas- 
ure. See America 
from the Air, 


For information, 
fares, etc., consult 


Penna. R. R. Co., 613 
14th St., N. W., Wash- 
ington, D. C, 

or authorized travel 
bureaux. 
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There has been no lynching in Virginia 
since the enactment two years ago of a 
law recommended by Governor Byrd that 
the crime of lynching be declared a spe- 
cific State offense to be prosecuted by 
the attorney general, or other prosecutors 
designated by the governor, in addition to 
the local authorities, and that the gov- 
ernor be authorized to spend such sums 
as he might deem necessary to apprehend 
the guilty members of the mob and that 
the governor and the attorney general be 
held directly responsible for the arrest 
of the lynchers, the governor stated. 

“However much we may regret the 
existence of the crime that justified 
these convictions,” the governor said 
with reference to the increase in the 
number of convictions from 32,856 in 
1925 to 44,302 in 1929, “we cannot fail 
to be impressed by the increasing effi- 
ciency of our machinery for law enforce- 
ment, 

“The policy of the governor in the 
exercise of his pardon power has a direct 
effect on law enforcement. I have exer- 
cised my power to pardon with the ut- 
most care. I have refused in every in- 
stance to pardon or restore the right to 
drive to any person justly convicted of 

. driving an automobile while intoxicated. 
A person committing this offense places 
in deliberate jeopardy the lives of inno- 
cent people and does not deserve a 
pardon, 

“The increase in convictions for crime 
in Virginia must disturb every lover of 
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Agriculture 


Larger Shipments 
Of Vegetables and — 


Fruits Mark Week’ 


Favorable Showings Re 
ported for Livestock and 
Grain With Weakness 
Noted in Dairy Products 

Increased shipments of apples, citrus 


fruits, potatoes, and several other fruits 
and vegetables distinguished the opén- 


ing week of 1929, according to the weekly | 
“glance at the markets” issued by the | 


Bureau of Agricultural Economics, just 
made public by the Department of Agri- 
culture. 

Potato shipments from States leading 
in the late crop nearly doubled, it was 
stated, but no great changes in city 
market prices were noted, 3 

Favorable showings were reported for 
livestock and grain as well as vegetables. 


The main weakness noted was in dairy | 


products. The Department’s statement 
follows in full_ text: 

The market situation appeared some- 
what mixed in early January. 
livestock and vegetables made a good 


showing with more gains than losses in} 
Livestock prospects | 


the price range. 
look better, Main weakness was in 
dairy products, the result of large hold- 
ings and continued heavy supply. There 


was little change in the cotton, grain, | 


hay and feed markets. The increased 
shipments of leading fruits and vege- 
tables threatened temporary oversupply 
on arrival. 
Wheat Unsettled 

The wheat market was rather 
settled during the first week of the new 
year, with corn and other feed grains 
barely steady. There were no new devel- 
opments of importance in the general 
wheat market situation, but relatively 


large offerings of native wheat continue | 


to restrict European demand for foreign 
grain. 

The movement of corn increased 
slightly but the moisture content is still 
unusually heavy. The market for both 
oats and barley held barely steady, in- 
fluenced by weakness in corn. Limited 
offerings of rye were being readily taken 
by domestic mills. Some increase in 
crusher demand for flax strengthened the 
market. Feedstuffs prices at important 
distributing markets ranged from 


at the beginning of the new year gen- 
erally slow. 
firmer tone during the first week of the 


new year as a result of an improved de-! 


mand. 
The cotton market during early Jan- 


uary showed only slight price fluctua-| 


tions. Both domestic and European de- 
mand was again reported rather poor, 
with daily spot transactions compara- 
tively small. Inquiries seemed to be for 
cottons in the grades White Low Mid- 
dimg up to Middling in the lengths seven- 
eighths to one inch inclusive. Sales of 
spot cotton in the 10 designated markets 
were again comparatively small. Exports 
for the seven-day period ended Jan. 3 
amounted to 179,420 bales, compared with 
229,104 for the same period last year. 
Steers Low 

The sharp reduction in recent market- 
ings of hogs gives credence to the opin- 
ion that the liberal supplies of last Oc- 
tober and November will not be repeated 
Yuring the first few months of the cur- 
rent year. 

Best yearling steers sold daily at Chi- 
cago up to $16 in early January and 
heavy steers topped $15.50. A large pro- 
portion of current marketings consists 
of warmed up and short fed cattle, many 
of them fed from 60 to 100 days. Nu- 
merous instances were found where feed- 


ers were barely getting their first costs | 


of these short fed cattle. On the other 
hand, steers weighing under 1,500 pounds 
that have been in the feed lots some six 
months or longer are now generally pay- 


ing out, although heavy bullocks are sell- | 
ing at long price discounts compared with | 


prices current at mid-September. 


There is little optimism in the trade} 


regarding the immediate future on the} 
market of warmed-up cattle, as the) 
dressed beef trade shows little inclination | 
toward expansion. However, with the 
passing of the season of largest poultry | 
consumption, the appetite for beef may! 
be expected to expand and if supplies | 
of cattle on foot are not too large, a 
healthier tone is expected to permeate 
the dressed trade. Orderly marketing and 
a little more generous use of the feed 
bin seems to be the solution of the prob- 
lem for cattle feeders in so far as the 
next four to six weeks in the cattle trade 
is concerned, 

Fat lamb prices showed wide varia- 
tions early in January. The average was 
considerably lower than the week pre- 
vious, The closing top on fat lambs at 
Chicago was $13.75. 

Demand for wool on the Boston mar- 
ket during the opening week of 1930 
was a fair volume, but prices were some- 
what irregular. The bulk of the trading 
in western grown wools was on 64s and 
finer original and graded French comb- 
ing classes, 

Shipments Delayed 

Delay of shipments caused the poultry 
receipts on the principal markets from 
Christmas to New Year to be unusuaily 
heavy. For the last few days of the 
week, however, receipts of dressed poul- 
try were not quite so liberal in early 


January and dealers were able to affect | 


a very close clearance on daily arrivals, 
and also to make a very slight reduction 
ig their excess holdings. No shortage 
in supplies of turkeys for the regular 
demand, however, is expected, as infor- 
mation leads to the belief that there are 


still a large number of turkeys on farms | 


yet to be marketed. 

Egg supplies on the principal markets 
in early January have been more than 
ample, so that prices which up to the 
latter part of December showed unusual 
firmness for that time of the year ex- 
perienced several rather drastic declines. 
"However, receipts began to drop off and 
the narket gradually worked to a more 
steady position, with recovery of 1 to! 
to 2 certs per dozen for the better 
grades 15 compared with lowest quota- 
tions reached. 

Following the early January break of 
1 to 2 cents, the receivers of butter on 
all markets were free sellers and found 
buyers difficult to interest even when 
concessicns were offered. All grades of 
butter were in ample supply but the 
medium and lower scores were the most 
burdensome and were therefore in the 
weakest position. It is reported that a 
number of contracts for sweet cream, 


| 


Grain, | 


un- | 


un- | 
changed to slightly lower, with demand | 


Hay markets developed a} 


, | tral and northern 
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Market Prices 


| Wheat Crop Remains Satisfactory 


Despite Absence of Snow Over Belt 


Abnormal 


Although the main Winter Wheat Belt severe freez. 


Warmth Is Said to Prevail in All Parts of 
Country; Little Rain in Southwest 


of recent weeks. Consid- 


remains bare of snow, condition of the| erable replanting is reported, however, 


}erop is still satisfactory, it was an- 
| nounced on Jan. 8 by the Weather Bu- 
| reau in the weekly weather and crop re- 
| port, 

Notwithstanding the cold weather the, 
| latter part of the week over a large area 
of the Northwest, the period, as a whole, | 
| was abnormally warm in practically all | 
parts of the country. 

There were fairly heavy rains in the 
central Mississippi and Ohio Valleys and 
also in parts of the Southeast, but else- 
where, east of the Pacific States, there} 
was generally less than 0.5 inch of pre- | 
| cipitation, while in the Southwest the 
| week was practically rainless over a large 
area. 

The general summary of the weekly 
weather report, including a review of | 
the weather during the month of De- 
cember, follows in full text: 

At the beginning of the week fair and 
moderately cool weather prevailed rather | 
generally, though with a considerable 
warming up in the far Southwest; pre-| 
cipitation was confined to local areas of 
the far Northwest and the more north- 
eastern States. By Jan. 1 warmer 
| weather prevailed in the interior valleys, | 
but it was colder in the West, and dur-| 
ing the following few days there was a 
{sharp temperature drop in central ana 
eastern districts. 


| Abnormally Warm 
| Despite Cold Weather 


Rather widespread precipitation oc- | 
| curred over the eastern half of the coun- 
|try about the middle of the week and in 
|the Northwest and Pacific sections to- 
| ward its close, with rather general show- 
ers as far south as extreme, southern 
California. At the same time much 
| colder weather prevailed over the North- 
| west, with the advance of an extensive 
“high” from the Canadian provinces. 


| 


latter part of the week over a large area 
of the Northwest, the period, as a whole, 
|was abnormally warm in, practically all 


| 4 degrees to as much as 14 degrees above 
normal and that in most Rocky Mountain 
|above. A small area of the far North- 
peratures were deficient in parts of the 
Pacific area. In the East freezing 
weather occurred as far south as Thom- 
asville, Ga., but farther 
reported in Gulf coast 
from about 35 degrees 
Florida to 48 degrees in the extreme 
lower Rio Grande Valley. At the 
of the week temperatures were low in 


reported at first-order stations was 24 
degrees below zerc at Devils Lake, N. 
Dak, 

There were fairly heavy rains in the 
central Mississippi and Ohio valleys and 
also in parts of the Southeast, but else- 
where, east of the Pacific States, there 
was generally less than 0.5 inch of pre- 
cipitetion, while in the Southwest the 
week was practically rainless over a 
large area. The outstanding feature of 
moisture was the generous rains that 
occurred practically everywhere in the 
previously dry Pacific States. The rains 
extended to extreme southern California 
on tke 5th and the drought has been 
relieved in that area. 





|Replanting Necessary 
In Parts of Florida 


East of the Rocky Mountains most of 
the week was fair and favorable for sea- 


growing States were bare of snow, but 
there were no severe temperatures, al- 
{though complaints were received 
some freezing and thawing conditions in 
| parts of the Ohio Valley. Ove’ the east- 
ern half of the country moisture is still 
generally ample, but parts of the West | 





| are dry, especially in the western Great | 


Plains and the eastern foothills of the 
Rocky Mountains, extending as far south | 
as vestern Texas. In the Patific coast | 
area conditions have very greatly im- | 
proved with the previous rains in cen- 
sections and rather 
generous amounts of moisture nearly 
|everywhere during the week just closed. 

In the Winter trucking districts of the 
South the warmer weather was beneficial, 
| but extensive damage was done by the 
,; aE ee 
| 


| centers of population and this cream will 
|be made into butter. Sales of storage 
| butter are not many and the recent 
| trades represent losses of from 6 to 10 
|cents per pound, with some losses even 
larger. 





Surplus Is Large | 

Storage holdings in the representative | 
|markets have shown just a fair reduc- 
| tion, being slightly in excess of the cor-' 
responding period a year ago. The sur- | 
| plus still is quite large and operators | 
| see but little opportunity of reducing it | 
to any great extent unless something un- | 
foreseen happens to sharply curtail pro- | 
duction, Receivers during the current 
| week reported increases in the size of 
ishipments from many of their regular 
| factories. 

At most.consuming markets prices of 
cheese remained practically unchanged 
Trading was mostly unsatisfactory and 
in line with the unsettled, irregular tone 
| of the market. Orders were mostly fo) 
small lots. Production in Wisconsin, 
while still falling short of last year, is 
rapidly approaching the even level. 

The most impressive feature of the 
opening week of 1930 was the largely 
increased movement of several fruits and 
vegetables. Gains were especially notice. 
able for citrus fruits and for potatoes. 
though many other lines also increased. 
Daily shipments of potatoes from the 
leading late States nearly doubled. 
Changes in city market prices of po- 
tatoes were not very noticeable nor very 
great, 

Shipments of apples were nearly twice 
as heavy as during late 1929. Cabbage 
markets continued their recent price ad- 
vance, New southern cabbage was bring- 
ing fairly good prices, 

Prices of lettuce in consuming centers 
were lower than they had been, but were 
still fairly good. Onion markets were 
unsettled, with slight declines in western 
New York but slight gains in Michigan 
producing sections. 

Texas has been shipping three cars 





which expired in January, will not be 
renewed because of the surplus of milk 
and vicam in the vicinity of the larger 


of spinach lately for every car from Vir- | 
ginia. Movement of Florida strawberries | 
increased, | 


| detrimental in parts of Colorado. 


Notwithstanding the cold weather the | 


parts of the country. From the Great} 
Plains. eastward the weekly mean tem-| 
peratures ranged generally from about} 


sections they were 4 degrees to 8 degrees | 


west was cooler than normal, while tem- | 


west the lowest} 
sections ranged | 
in northwestern | 
close | 


the Northwest, where the coldest weather | 


' 
| 


sonal farm work. The principal wheat- | 


of | 


and hardy truck in the extreme lower 
Rio Gra de ~“alley and lower coast sec- 
tions of Texas is in good condition. 
Florida crops improved with the dry, sun- 
shiny weather, but much replanting is 
n_cessary. 

In the Co. Belt conditions were rather 
favorable for husking and cribbing in 
most ;laces, but there is still consider- 
able zorn in the fields, especially i the 
upper Ohio Valley; reports of deterior- 
ation to th t »utstandin continue rather 
gencra’’,. with some spoiling in cribs. 
It was also rather favorable for the 
completion of cotton picking, though 
little remains in the fields. 

Sma'! grains.—The main Winter 
Wheat Belt remains bare of snow, but 
condition of the crop is still satisfac- 
tory. There were some reports of un- 
favorable freezing and thawing in the 
Ohio Valley, but wheat is still fair to 
good, with soil moisture ample. 
western parts of the Belt condition 
varies from good to excellent, but some 
areas of the southwest are becoming 


dry, paiticularly western Kansas, south- | 
west2rn Oklahoma, and western Texas; | 


in the first-named State there was some 
soil ‘lowing, while in the last the con- 
dition was only poor to fair in the dry 
section. 


There was also some soil drifting in| 


Wyoming, and lack of snow cover was 
In the 


In | 


In| 


far Northwest rains or snows. were very 

helpful, with a light to amaple cover re- 
ported txom Washington, ‘while there 
were beneficial rains in southern Cali- 
|forni:. In the Southeast ‘Winter oats 
were rerovering slowly from. the effects 
of tne recent freezes, while Winter 
grains are in mostly good condition in 
the more eastern States. 

Misce? laneous crops—Meadows are ap- 
parentiy 
Great Piains, but pastures were reported 
mostly poor in some southern sections. 
The weather of the past week favored 
livestock in the Great Plains area, while 
the range was open in parts of the 
north.rn Rocky Mountain region, al- 
though im southern parts some was 
| closed. 
stil largely satisfactory im the South- 





| west, Wrile rains or snows were of ben- | 


| efit ia *he Great Basin, as well as in 
| the Northwest. Pastures and ranges are 
|improving steadily in California. 

There was much repianting of truck 
}in the South during the week, but con- 
| ditio: of . the surviving crops is poor in 
;many parts. Sugar cane’ grinding, is 
| proceeding fairly well in Louisiana, but 
| standiz:2 cane was abandomed on some 
| Plantations due to acidity amd decreasing 
| sucrose. Citrus are good in, California, 
| but peeking navels, lemons, and avocados 
| was suspended due to the rains. 


\Drought Relieved 
'In North Pacific Area 


December weather: With the exception 
of one week, when temperatures were 
ebnormally low between the Appalachian 
and Rocky Mountains, 


edly so far the weeks ending the 17th 
and 31st. For the month, as a whole, 
| the temperature averaged rather close to 
normal in most sections east of the Mis- 








|grees above. 


in good condition east of the| 


December was | 
| generallyy warmer and normal, and mark- | 


Crop Weather 


sissippi River, and also in the Northern 
States ‘between the Lake region and 
Rocky Mountains. 

In these areas the monthly means in 
nearly all districts ranged from about 
2 degrees below normal to about 2 de- 
The west Gulf area also 
had about normal warmth, but in the 
southern Great Plains there were sub- 


stantial plus departures, and west of the 
Rocky Mountains the month was ab- 
normally warm. In the Plateau area the 


degrees above normal. 
Precipitation was unevenly distributed, 


| geographically, Heavy amounts occurred 


|in the extreme Southeast, especially in 
Range and water conditions are | em . 7, 


southern Florida, and the monthly totals 
were above normal over a belt from the 
central Mississippi River northeastward 


In the north Pacific area, where severe 
drought had prevailed, generous rains 


| occurred, extending southward to central 


California. In the far Southwest, how- 
ever, including southern California, the 
month was rainless, and much less than 
the mormal amount occurred in the 
upper Mississippi and lower Missouri 
valleys and in the central Great. Plains. 

Considerable snow occurred. in the far 
Northwest, the Lake region, and 
the Northeast, the greatest amounts re- 


|ported from first-order stations being 


about 33 inches in portions of Michigan 
and 30 inches locally in the interior of 
New England. Snowfall was unusually 
| heavy for the latitude over a belt extend- 
ing from south-central Texas northeast- 
ward to Tennessee and the southern Ap- 


| palachian Mountains, with falls ranging 





|amount being reported from Shreve- 
|port, La. 


| 


mean temperatures were 6 degrees to 9| 


to the Lake region, and more generally 
|in the far Northwest. 
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Farm Loans 


|Farm 


Individual farmers, to benefit from the 
agricultural marketing act, must be mem- 
bers of cooperative associations qualified 
under the Capper-Volstead Act of 1922 
to borrow from Federal funds, and all 
local, State or regional cooperative ae-| 
sociations must affiliate with the na- 
tional cooperatives—now in existence or 
to be formed—and receive aid through | 
the national affiliation. This was stated | 
in a letter made public Jan. 8 by the| 
Federal Farm Board. 

The letter, which added that the indi-| 
| vidual farmer need belong to no other | 
organization than his commodity coopera- | 
tive, was sent to land grant colleges, | 
agricultural extension service directors, | 
agricultural educators, and State de- 
partments of agriculture, outlining the 
general type of cooperative association 
eligible for benefits. 


Institutions Previously | 





in } 


Volunteered to Help 


It was stated orally at the Farm Board | 
that some of the farm organizations 
were reported to have been creating an | 
impression that membership in their re- 
spective organizations was necessary to | 
secure relief under the cooperative fea- | 
ture of the act. The Board’s letter, it | 
was stated, sought to eliminate this | 
| erroneous impression. | 
| The letter was sent, according to the! 


| that previously had volunteered, through | 
| their various associations, to cooperate ' 


THE VERY PAINTING 


Of your fear’’ 


“Coming events 
cast their 
shadows before” 


| corporate or otherwise, 


Board Outlines Plan of Aid 
For Farmer Under Marketing Act ~ 


Individuals Must Be Members of Cooperative Associations 
Qualified Under Capper-V olstead Act of 1922 


with the Board in taking to'the farmer 


uso 


a 
a 


“J 


information on how he may avail him — 


self of the provisions of the agricultural 
marketing act. 

The letter of the Farm Board follows 
in full text: 

You no doubt are being asked the 
question every day by both individual 
farmers and representatives of coopera- 
tive marketing associations as to’ what 
they will have to do to get aid or assist- 
ance from the Federal Farm Board. 

It is impossible for the Board to deal 
direct with the individual farmer. Under 
the terms of the agricultural marketing 
act, the Board may, with exceptions not 
here important, lend only to cooperative 
associations which are qualified under 
the Capper-Volstead Act of 1922. 

To qualify under the Capper-Volstead 
Act, the cooperative must be composed of 
persons engaged in the production of 
agricultural products, as farmers, plant- 
ers, ranchmen, dairymen, nut or fruit 
growers, acting together in associations, 
with or without 
capital stock, in collectively processing, 
preparing for market, handling and mar- 
keting in interstate and foreign com- 
merce, such products of persons so en- 
gaged. Such associations may have mar- 
keting agencies in common; such associa- 


from 5 to about 11 inches, the latter| Farm Board’s statement, to institutions | tions and their members may make the 
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(Shakespeare, 1564—161 6) 


AVOID THAT 
FUTURE SHADOW* 


By refraining from 
over-indulgence 


You men who would keep trim and fit 
++. you women who covet the tantalizing 
curves of the truly modern figure—when 
tempted to do yourself too well, light a 
Lucky instead. Be moderate—be moder- 
ate in all things, even in smoking. Eat 
healthfully but not immoderately. When 
your eyes are bigger than your stomach, 
light a Lucky instead. Coming events 
cast their shadows before. Avoid that 
future shadow by avoiding over-indul- 
gence, if you would maintain that lithe, 


youthful figure. 


Lucky Strike, the finest Cigarette you 
ever smoked, made of the finest tobacco 


—The Cream of the 


Crop— “IT’S 


TOASTED.” Everyone knows that heat 
purifies and so “TOASTING” not only 
removes impurities but adds to the flavor 
and improves the taste. 


“It’s toasted” 


*Be Moderate! .,. Don’t jeopardize the modern form by drastic diets, harmful reducing girdles, fake reducing tablets or other quack 
“anti-fat”” remedies Condemned by the Medical profession! Millions of dollars each ‘year are wasted on these ridiculous and dangerous 
nostrums. Be Sensible! Be Moderate! We do not represent that smoking Lucky Strike Cigarettes will bring modern figures or cause 
the reduction of flesh. We do declare that when tempted to do yourself too well, if you will “Reach for a Lucky” instead, you will 
thus avoid over-indulgence in things that cause excess weight and, by avoiding over- indulgence, maintain a modern, graceful form. 


TUNE IN— The Lucky Strike Dance Orchestra, every Saturday night, over a coast-to-coast network of the N. B. C. 


a, The American Tobacco Co., Mirs. 





Present Depression Attributed to Normal Reaction From 


\ Period of Exceptional Prosperity 


r By George J. Eder 
Chief, Latin-American Section, Division of 
€ Regional Information, Department 
of Commerce 

On the whole, the year 1929 was one 

of prosperity for Chile. Retail and 

lesale trade, manufacturing, agri- 

. culture and mining continued at high 

- Jevels throughout the year, although 

business became rather sluggish during 

the iast quarter. The agricultural out- 

look is better than it was a year ago, 

the condition of the vineyards being 

‘ especialiy favorable with high wine 
prices and production indicated. — 

Copper prices ranged considerably 
higher than during the previous year, 
average quotations for electrolytic cop- 
per f. o. b. refinery being 13.05 cents 
per pound in 1927, 14.68 in 1928, and 
17.50 in 1929. Prices took a drop fol- 
lowing the stock crash in the New York 
market in October, and have failed to 
show the healthy recovery made by other 
metals. ; 2 

Nevertheless, the year closed _with 
quotations approximately 2 cents higher 
than a year ago. The nitrate .industry 
continueu active with production and ex- 
ports substantially above those of the 
preceding year. The outstanding feature 
of 1929 was the agreement made with 
European producers ‘of synthetic nitrate 
to restrict competition and maintain 
prices. Some apprehension is felt as to 
future ‘competition with synthetic pro- 
ducers, particularly in view of the great 
strides being made in the industry in 
the United States. 

However, plans are being made by the 
largest American producer in Chile for 
the erection of a new plant utilizing the 
most modern methods of extraction and 
production. World nitrate stocks are 
considerebly higher than those of a year 
ago, following the plan to. maintain ade- 
quate supplies in the principal consum- 
ing centers. The government has esti- 
mated a surplus of 60,000,000 pesos for 
1929, but apparenthy this refers only to 
receipts and expenditures under the 
ordinary budget. Total budgeted ex- 
penditures for the year were some 40 
per cent higher than in 1928. The 1929 
budget authorizes total expenditures, 
ordinary and extraordinary, of 1,200,- 
000,000 pesos with an estimated surplus 
of 40,000,000 pesos. 


Trade Balance Said to Be 


Unfavorable in Argentina 
Reports from Argentina have been al- 

most uniformly pessimistic, owing chiefly 

to the large decline in exports and the 


constant increase in imports, necessitat- | 


ing the exodus of 112,000,000 pesos in 
gold, as contrasted with net gold imports 
of 86,000,000 pesos in 1928. During the 
first nine months of 1929 merchandise ex- 
ports amounted to 663,000,000 gold pesos, 
as compared with 809,000,000 pesos dur- 
ing the corresponding period of 1928, 
while merchandise imports increased 
from 660,000,000 gold pesos to 664,000,- 
000 gold pesos, leaving a favorable bal- 
ance of only 1,000,000 pesos, as against 
149,000,000 pesos in the previous year. 
It must be remembered, however, that 
the comparison is made with a year of 
extraordinary activity, and that the large 
export trade in both 1927 and 1928 en- 
couraged the continued increase of im- 
ports through 1929. The drop in ex- 
ports was chiefly caused by the decline 


in wheat prices and by lower corn ship- | 


ments. The wheat crop for this year is 
estimated between 185,000,000 and 202,- 
000,000 bushels, as compared with 307,- 
000,090 bushels last year, owing to wind- 
storms and rust. Present crop prospects 
for corn are excellent. . . 

On the whole, the present situation 
appears to be a temporary setback, such 
as is to be expected in a country relying 
almost entirely for its prosperity on two 
major groups of products, cereals and 
livestock. Nevertheless, the present 
seriousness of the situation is not to be 
minimized, as is indicated by the decree 
of Dec. 17 closing the Caja de Conver- 
sion for an indefinite period. 

Business is quiet, and to a considerable 
extent has been hampered by govern- 
mental inactivity. Considerable enthusi- 
asm was aroused by the visit of the 
British economic mission under Lord 
D’Abernon which concluded an agree- 
ment with President Irigoyen by which 
thte Argentine government binds itself to 
take 100,000,000 pesos’ worth of materials 
for the state railways and other national 
enterprises during the course of the next 
two years, while the British government 
agrees in return to take a 
amount of Argentine cereals and other 
products through the usual commercial 
channels. This has been approved by 
the lower house, but has yet to be 
passed by the senate. 

However, Great Britain already pur- 
chases far more. substantial quantities 
of Argentine products at the present 
time than the amounts specified in the 
agreement, and financial arrangement 
for these purchases have apparently not 
been lacking in the past. On the other 
hand, the Argentine government 
scarcely, without serious detriment to 


similar 


of the wool market has had a decidedly 
unfavorable effect, and heavy stocks of 
| wool were reported to be on hand and 
moving slowly at the end of the year. 
'Slaughterings by frigorigicos and’ abat- 
toirs were heavier than in the preceding 
year, but grain exports were lighter. As 
a consequence, merchants have been 
| overstocked, credits and collections were 
poor, and in the automobile industry 
the second-hand car problem, the returns 
of machines purchased on the installment 
plan, and the high quota set by Amer- 
ican exporters, combined to force seven 
|important agencies to the wall. Toward 
the end of the year the agricultural out- 
look improved and there were some signs, 

| although faint, of increasing optimism. 
Thus far in this article the major eco- 
|nomic happenings of the past year in 
|the various regions of Latin America 
have been outlined, with particular 
| stress upon those economic trends most 
| pronounced at the close of the year. The 
|general picture seems to be far from 
| bright, yet it must be noted that not 
only did the gloomier details develop 
toward the close of the year but that 
| there is a decided lag between a down- 
| ward trend in general economic condi- 
| tions and a corresponding recession in 
trade, so that in practically every case 
United States trade with the countries of 
Latin America showed a decided increase 
in 1929, although falling off appreciably 
during the last quarter of the year. Pre- 
| liminary estimates based on figures for 
| the first 10 months of the year show that 


|our exports to Latin America increased 


| some 15 per cent over 1928, while imports | 
| rose approximately 9 per cent, bringing | 


| 000 during the past calendar year. : 
| In view of the substantial increase in 
jour Latin American trade evidenced in 


| 1929, a drop in 1930 foreshadowed by the | 
| present unfavorable economic situation | 


}in practically all of the Latin American 


|hension. The almost uniform picture of 
| gloom painted throughout this region is 


| the normal reaction from the previous | 
years of exceptional prosperity—the in-| 


evitable series of boom and slump, com- 
mon to all countries depending upon a 
| single crop or a limited range of prod- 
| ucts for their prosperity. The cycle can 
| be foretold with almost mathematical 
; precision from the first evidence of bad 
crops or low prices. There follow inevi- 


| tably decreased exports, the continuing | 
imports from past large orders, the con- | 


}sequent overstocking of merchants’ 
shelves, the nonpayments, refusals of 
merchandise and business failures, the 
| credit stringency, decline in imports, fall 
| in government revenues, cessation of pub- 


} 
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| the total trade to well over $2,000,000,- | 


| territories need cause no serious appre-| 


| 
| 


| 
| 


| 
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| lie works, the defaults and critical pe- 
litical economic situation with its even- 
tual recovery when the cycle begins 
anew. 


Confidence in Future 
|Of Trade Unimpaired 

The United States may look with con- 
| fidence upon the ultimate future of its 
| Latin American commerce. The rise in 
| this trade from some $300,000,000 at the 
| beginning of the century to more than 
| $2,000,000,000 in 1929 was no mushroom 
growth, but a steady almost uninter- 
| rupted movement arising from the force 
of natural economic motives. Latin 
American trade gradually has increased 
| in significance during the past 30 years 
| until in 1929 it formed 21 per cent of the 
| total United States foreign commerce, as 
against 14 per cent in 1900. 

By and large a country produces what | 
its markets demand. ~ The. bulk of the | 
merchandise is, so to speak, ready made 
| not custom tailored. The United States 
is similar to Latin America in that it is, 
comparatively speaking, a new country 
| possessing vast reaches of undeveloped 
{lands and resources, and a relatively 
sparse population. Our undertakings, as 
|are also those of Latin America, are on 
a large scale. When the new world 
builds highways it thinks in terms of 
miles; the old world, with its highways 
| dating back to Rome, thinks in terms of 
yards. 

Agriculture in the new world is the 
problem of economizing man power and 
of exploiting large land areas. It is an ex- 
tensive and mechanized industry. In the 
‘old world the problem is to get the most 
| out of the little land available. The ques- 
tion is one of natural limitations and of 
|natural resources. These generalities, 
allowing for the obvious numerous excep- 
tions, account for the general trend of 
| trade and explain why American imple- 


| ments and American machinery—Amer- 
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Basis for Computation 


of Depreciation 


In Car Fare Case Disputed in Dissent 


Citations Offered in Footnotes to Justice Brandeis’ Opinion 


To Support 


29, 1928, ch. 852, Sec. 113, 45 Stat. 791, 818; 
Interstate Commerce Commission rules cited 


in notes 26 and 27, supra. 


“ The first American statute providing for 


in 1896. Accountants’ Handbook, edited by 
E. A, Saliers, p. 1326. 

“In that case, the Special Commissioner 
to whom the case was referred, stated in 
his opinion (printed as an Appendix to the 
opinion of the Supreme Court, pp. 271-322, 
at p. 292), that if the return is figured on 
the present value of the utility’s property, 





ican products in general—made for our 
;}own market, have proved to be better 
|adapted to Latin American needs than 
|are the products of the old world. Our 
| major sales to Latin America consist 
largely of goods which thus represent the 


| of efficient quantity production. 


| Competition will no doubt increase as 


can | Europe lubricates her rusty production | sented. 


machinery, and in many lines of merchan- 


then the depreciation allowance must also 
be so figured. The Supreme Court did not 
mention this question in its opinion. 

“The Michigan Supreme Court made a 
statement similar to that of the Special 
Commissioner in the Kansas case, but did 


s|@normous price and quality advantages | not disturb the finding of the Commission. 


The court made no reference to the in- 
surmountable practical difficulties pre- 


“Telephone and Railroad Depreciation 


itself, obtain large quantities of con- | dise, particularly in such commodities as | Charges, 118 I. C. C. 295, 301; testimony on 
struction supplies excepting by public | Cheap hardware, optical goods, novelties, | behalf of the Bell System Companies, upon 
offers for bids, in which case, in the nor- | !ow grade tools, pipes and fittings and | rehearing, Mar. 19, 20, 21, 1928 (printed by 


mal course of events, manufacturers in 
all countries will share according to their 
ability to provide the material wanted. 


Conditions in Uruguay 


Are Said to Be Serious 

A second achievement has 
ascribed to the influence of the D’Aber- 
non mission in a reduction by one-half 
of the Argentine import duties on British 
rayon yarns and cloth in return, accord- 
ing to the presidential decree, for the 
agreement by Great Britain that no duty 
is to be placed on Argentine meats and 
cereals, Great Britain now imposes no 
duty on these products from any source. 
With regard to the reduction in the 
Argentine rayon duties there have been 
intimations that they may be extended 
to other countries who are on a favored 
nation status, which includes the United 
States. 

The past year has been one of general 
depression in Uruguay. The weakness 


Calendar of 


Conferences 


The following conferences are sched- | 


uled under the auspices of governmental 
cies: 
dan. 28.—Trade 
‘pipe nipple manufacturers, Pittsburgh, Pa. 
iieoticeloncr Charles H. March, of Fed- 
eral Trade Commission, to preside. 


practice conference of 


other lines, American exports already 
|have begun to feel the pinch of price 
competition, but American progress jin 
|Latin American trade is built upon 
| American progress in invention and in 
|manufacturing technique, and will con- 


| petition from cheap labor in other coun- 
tries. 

_ The increasing wants of Latin Amer- 
|ica, which are yearly acquiring economic 
| significance as the power to satisfy these 
| wants is developed, will be met largely 
| by American goods—automobiles, electri- 
|cal refrigerators and appliances of all 
|kinds, radios, aeroplanes, moving pic- 


| tures, and other products of the modern | 


| age. 
|, American investments in Latin Amer- 
|ica are largely responsible for inereas- 
ing our trade with that area, both be- 
cause the money invested or loaned is 
usually in part expended on materials 
|and supplies purchased in the United 
| States, although there has been on the 
whole no intimate compulsory tie-up be- 
tween American loans and exports, and 
because an investment wisely made for 
a constructive purpose adds definitely 
to the economic resources of the bor- 
|rowing country, and permanently aug- 
|ments the nation’s purchasing power. 

| Loans publicly floated in the United 
| States to Latin American governments, 
| states, and municipalities dropped off de- 
cidedly in the past year from $344,598.- 
| 000 in 1928, to $66,150,000 in 1929. On 
the other hand corporate issues, accord- 
ing to preliminary estimates, increased 


American Tel. & Tel. Co.), pp. 6, 11-13, 98. 
See their brief submitted on original argu- 
ment, p. 48: “The amount of the deprecia- 
tion expense is ‘the cost of the property used 
up; that is, it is the dollars consumed. 
Therefore it is the cost less the salvage 
realized at retirement.” Also original rec- 


been | tinue to hold its own in the face of com-| ord, May 1, 1923, pp. 12, 13, 20; Proposed 


Report of Aug. 15, 1929, p. 14; Preliminary 
Report of Depreciation Section, Docket No. 
14700, note 39, supra, pp. 6-7. 

“In Telephone and Railroad Depreciation 
Sa ——————————_—————— ey 
from $92,880,000 in 1928, to $108,865,000 
in 1929. Added to these are the direct 
investments by American firms and in- 
dividuals which, although probably some- 
what less in the past year than in 1928, 
nevertheless represented a considerable 
total, doubtless far more than the 
amounts publicly floated. These invest- 
ments, whether they be in public utili- 
ties, in factories, construction work, as- 
sembly plants or mining operations, add 
tangibly to the economic resources of the 
country. American companies have es- 
tablished air mail and passenger routes 
throughout Latin America, linking up 
the east, west and north coasts of 
South America, Central America, Mexico 
and the islands of the Caribbean with 
continental United States, this being one 
of the most significant developments of 
the past year. 


| nitely toward increasing investments in 
| enterprises destined to serve the public. 
such as telephone, electric light and 
power, telegraph, radio and cable com- 
panies, and manufactories producing for 





examination of accountants and the use of | the unit of property in question.” \ 
the title C. P. A. was enacted by New York | petition for rehearing filed by the Presi- 


The present trend appears to be defi- | 


Cost Method 


[Continued from Page 6.] 


Charges, 118 I. C. C. 295, 344, the Commis- 
sion said: “lt is agreed by all that deprecia- 
tion should be based primarily upon the 
original cost to the accounting company of 
In the 


dents’ Conference Committee on Valuation, 
however, it was stated, p. 15: “Considera- 
tion should be given to the question of 
whether accounting depreciation, as the 
order conceives it, should be estimated upon 
the basis of original cost or of. present 
value, * * *.” A similar statement is made 
for the first time in the petition for re- 
hearing filed by the New York Central lines, 
at p. 5. 


“In part, costs and values in the several 
future years will depend upon the general 
price level. As to this, even the economist 


ean know nothing, save how the general 
price level has heretofore fluctuated from 


year to year; and that periods of rising 
prices have ever been followed by periods 
of falling prices. But cost and value in the 
several future years will depend in part 
|upon factors other than the general price 
level. Even if the general price level for 
every future year were known, it would still 
be impossible to predict with reasonable ac- 
curacy the then cost or value of a unit then 
to be replaced, renewed or retired, For de- 
spite a higher general price level, the part 
might be procurable at smaller costs, by 
reason of economies introduced in its manu- 
facture and changes in the methods and 
means of performing the work. See Excess 
Income of St. Louis & O’Fallon Ry. Co.; 124 
I. C. C. 3, 29, 41. 

* Alabama—Code of 1928, section 9769, p. 
1758; Arizona—Revised Stat. 1913 (Civil 
| Code), Tit. 9, section 2325, p. 807; Cali- 
| fornia—Deering, Gen. Laws, 1923, Vol. 2, 
| Act 6386, section 49, p. 2721; Colorado— 
Comp. L, 1921, section 2945, p. 928; Idaho— 
Comp. Stat. 1919, Vol. 1, section 2478, p. 
703; Ilinois—Cahill, Rev. Stat. 1929, z 
llla, section 29, p. 2045; Indiana—Burns 
Ann. Stat. 1926, Vol. 3, sections 12693-12696, 
p. 1245; Massachusetts—Acts 1921, ch. 268, 
section 1, p. 308, inserting new section 5A 
after section 5, Mass, Gen. L. 1921, p, 1624; 
GLY 





local consumption, employing native 
| labor and improving the living standards 
|of the community. It is in the growing 
purchasing power of the people of Latin 
America, fostered in large part by these 
enterprises of American capital, that the 
mene of our Latin American commerce 
ies. 

(This is the last of a series of three 
articles by Mr. Eder giving high- 
lights of the commercial and eco- 
nomic situation in the Latin Ameri-« 
can countries. Preceding articles 
have dealt with Brazil, Colombia, 
Venezuela, the Central American 
countries, Haiti, Mexico, Cuba, Brit- 
ish West Indies, Porto Rico, Peru 
and Bolivia.) 





Gen. L. 1921, Vol. 2, cn. 164, section 57, p. 
1818; Minnesota—Gen. Stat. 1923, section 
5305, p. 733, Mason’s Stat. 1927, section 
5305, p. 1107; Missouri—Rev. Stat. 1919, sec- 
tions 10470, 10488 and 10512, pp. 3250, 3266, 
3283; Nebraska—Constitution Art. 10, sec- 
tion 5 (Comp. Stat. 1922, p. 96); New 
Hampshire—P. L. 1926, Vol. 2, ch. 240, sec- 
tions 9, 10, 11, p. 936; New Jersey—1911- 
1924, Cum. Supp. to Comp. Stat. Vol. 2, 
*167-17 (f), p. 2883; Ohio—Throckmorton’s 
Ann. Code, 1929, sections 614-49 and 614-50, 
p. 161; Oregon—Olson’s Oreg. L. 1920, Vol. 
2, section 6046, p. 2422; Pennsylvania— 
Stat. 1920 (West Pub. Co.), sections 18066, 
18146, pp. 1742, 1752; Tennessee—Shannon’s 
Ann. Code, 1926, Supp., section 3059a88(c), 
p. 733; Wisconsin—Stat. 1925, 196.09, p. 1550. 
Most of these States require the main- 


‘tenance of a separate depreciation fund. 
Some require only a reserve. In Maryland, 


the Commission’s power over accounting 
methods is held to include the power to 
require depreciation accounting, but not 
the maintaining of a separate fund. See 
Havre de Grace Bridge Co. v. Public Serv- 
ice Comm., 132 Md. 16. 


"See note 21, supra; G. O. May, Carrier 
Property Consumed in Operation and the 
Regulation of Profits, 43 Q. J. Ec. 208-14; 
R. A. Carter and W. L. Ransom, Deprecia- 
tion Charges of Railroads and Publie Utili- 
ties, a memorandum filed with the deprecia- 
tion section of the Bureau of Accounts of 
the Interstate-Commerce Commission (1921). 


"A modification of the “depreciation re- 
serve” method is the “retirement reserve” 
recommended by the National Association 
of Railroad and Utilities Commissioners. 
This reserve does not involve necessary 
periodic charges of specific amounts to 
operating expenses. To this reserve are 
credited “such amounts as are charged to 
the operating expense account * * * ap- 
propriated from surplus, or both, to cover 
the retirement loss represented by the ex- 
cess of the original cost plus cost of dis- 
mantling, over the salvage value of fixed 
capital retired from service.” To the oper- 
ating expense, “Retirement Expense” are 
charged “amounts * * * in addition to 
amounts appropriated from surplus, to pro- 
vide a reserve against which may be charged 
the original cost of all property retired 
from service, plus cost of dismantling, less 
salvage.” Proceedings, 37th Ann. Conven- 
tion, 1925, pp. 441, 458; 32nd Ann. Conv. 
1920, Appendix 1, pp. 21, 76, 106, Appx. 2, 
pp. 21, 88. 


“The adequacy of a depreciation charge 
depends, among other things, upon the lib- 
etality of the particular concern’s practice 
in respect to maintenance, 81 Amer. Soc. 
Civil Eng. Transactions (1917), 1490; R. H. 
Montgomery, Auditing Theory And Practice 
(1921) Vol, 1, p. 625. It depends in part 
upon the scope of the causes of retirement 
to be covered by it. As to what is the 
proper scope, opinion differs widely. The 
telephone companies (Bell System) contend 
that the charge should cover all causes of 
retirement not provided for by ordinary 
maintenance charges, including extraordi- 
nary casualties like storm and fire. 118 I. 
Cc. C. 340. Others insist that the charge 
should not include any allowance for con- 
tingent or presently unascertainable obso- 
lescence, inadequacy, changes in the art, 
public requirements, storm casualties, or 
extraordinary repairs or expense of similar 
character, 118 I, C. C. 341. Still others 
insist that the charge should cover only 
exhaustion due to wear and tear and lapse 
of time, collectively called superannuation, 
but not obsolescence, inadequacy and the 
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like, which are said to be precipitate in 
their operation. The Proposed Report of 
the Interstate Commerce Commission on 
Telephone and_ Railroad Depreciation 
Charges, Docket Nos. 14700 and 15100, Aug. 
15, 1929, pp. 27-28, defines depreciation as 
“the loss in service value not restored by 
current maintenance and incurred in con- 
nection with the consumption or prospec- 
tive retirement, of property in the course 
of service from causes against which the 
carrier is not protected by insurance, which 
are known to be in current operation, and 
whose effect can be forecast with a reason- 
able approach to accuracy.” 


“In the case of telephone companies the 
value of the salvage recovered runs as high 
as 45 per cent of the originai cost of the 
property. Testimony, of Dr. M. R. Maltbie, 


note 16, supra, pp. 1459-60. 
* Thus, if a unit costs $100, has a service 
life of 25 years and no salvage value, ana 


the rate of interest is 5 per cent, the charge 
to operating exepenses for depreciation in 
each of the following years would be: 

Under sttaight line method, A; under 
sinking fund method, B; under fixed per- 
centage of diminishing value method, C; 
under annuity method, D: 

B 

$2.10 
2.10 
2.10 
2.10 51 5.29 
2.10 20 6.76 


The aggregate of the charges in all the 
years at the end of the 25th year would b>: 
A, $100; B, $52.38; C, $99; D, $100. 

See E. A. Saliers, op. cit., note 11, supra, 
144, 148, 154, 161. 

“Other methods are: reducing balance; 
annuity; compound interest or equal annual 
payment; unit cost; working hour; sum-of- 
the-year digits. See E. A. Saliers, op. cit., 
note 11, supra, 129-179; 2 R. B. Kester, Ac- 
counting Theory and Practice (1918) 150- 
186; J. B. Canning, The Economics of Ac- 
countancy (1929) 265-309; 81 Am. Soe. Civil 
Eng. Transactions (1917) 1463-1484, 


"Nor need we express an opinion on the 
relation betwen a utility’s depreciation re- 
serve and the valuation of the accrued de- 
preciation of its property. See Proposed 
Report of the Interstate Commerce Com- 
mission, note 14, supra, at pp. 20-24. While 
it is true that the annual depreciation 
charge does not purport to measure the cur- 
rent actual consumption of plant, it may 
be that the credit balance in the deprecia- 
tion reserve is good evidence of the amount 
of accrued depreciation. See New York 
Telephone Co. v. Prendergast, District 
Court, S. D. N. Y.,"decided Nov. 7, 1929. It 
may also be that so much of the deprecia- 
tion reserve as has not been used for re- 
tirements or replacements chovld be sub- 
tracted from the present value of the 1 
ity’s property in uetersiniag tae rate base, 
on the theory that the amounts thus con- 
tributed by the public represent a part pay- 
ment for the property consumed or to be 
consumed in service. Compare Burns’ Ann, 
Ind. Stat. (1926), Vol. 3, sections 12693- 
12696, p. 1245. These matters are not in- 
volved in the case at bar and as to them no 
opinion is expressed, 

“In determining the reproduction cost of 
the company’s depreciable property, the Com- 
mission applied an index figure of 1.54 to the 
1914 value. P. U. R, 1926C, 441, 464. If 
the depreciation charge for 1914, $469,395, 
is multiplied by the same index figure, the 
product is $160,676 less than the aliowance 
originally made for 1928. The additions to 
plant since 1914, $7,500,000, required a pro- 
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$8.05 
5.21 
1.28 


D 
$2.55 

3.25 

4.15 








Dumping Order Void 
In Failing to Define 
Commodity in Detail 


Penalty Duty Assessed on Im- 
portation of Peeled Toma- 
toes in Tins Is Set Aside by 
Customs Court 


New York, Jan. 8.—Dumping orders 
must be in detail for the guidance of 
customers appraising officers—otherwise 
they are void—the Customs Court has 
just ruled.in a suit, arising at this port, 
brought by Nicola DiMartino against the 
United States to recover customs duties, 
alleged to have been improperly exacted 
= a shipment of peeled tomatoes in 
ins. 

The. merchandise was returned by the 
appraiser as subject to the dumpi 
order of the Treasury Department, dated 
Mar. 4, 1922, (T. D. 39028), issued under 
the provision of section 201 (a) of the 
anti-dumping act. In addition to the 
regular ‘duty provided for, a special 
dumping duty was imposed by the col- 
lector. 

Dumping Order Attacked 


In opposing the assessment of this 
dumping duty the plaintiff alleged that 
the Secretary of the Treasury issued the 
dumping order without warrant; that 
the facts essential to the legality of 
such finding did not exist at the time 
of this shipment; that the merchandise 
was not to be sold or not likely to be 
sold in the United States or elsewhere 
at less than its fair value; and that the 
dumping order was illegal and void. 

Judge Young, in summarizing his con- 
clusions in this case, points out that, un- 
der section 201 (a), of the anti-dumping 
act, it is made the duty of the Secre- 
tary of the Treasury, in dumping orders, 
to describe and make public the merchan- 
dise “in such detail as may be necessary 
for the guidance of appraising officers.” 


The court emphasizes that the Secre- 
tary of the Treasury is without author- 
ity to delegate the power to a special 
agent to supply information concerning 
the particular merchandise, and, further, 
that a dumping order containing the fol- 
lowing language, “for any further de- 
scription of this particular merchandise 
appraising officers will communicate with 
the special agent in charge at New 
York,” is void. 


Importers Claim Sustained 


The claims of the importing concern 
are sustained by the court, Judge Young 
commenting further to the effect that “we 
are unable to find that the order. of the 
Assistant Secretary, who may act for 
the Secretary of the Treasury, was so 
made with the detail necessary to prop- 
erly guide the appraising officers. 

“Indeed,” Judge Young states in con- 
clusion, “the Assistant Secretary, him- 
self, seems to have had some doubt about 
the particular kind of peeled tomatoes in 
tins, which should be made subject 1¢ 
dumping duty, and so he added the woris 
quoted, directing customs officials to the 
special agent in charge at New York for 
a further description of this particular 
merchandise.” (Protest 983314-13804-23.) 


Duty on Airplane Compass 


In a decision, opinion by Chief Justice 
Fischer, sustaining a protest of the In- 
ternational Forwarding Co., of New 
York, the court finds that an airplane 
compass, subjected to duty at the. rate of, 
40 per cent ad valorem, under paragraph 
399, tariff act of 1922, as a manufacture | 
of metal not specially provided for, 
should have been assessed at only 30 per 
cent ad valorem, under paragraph 370, as 
part of an airplane. (Protest 357690-G- 
7161-29.) 


Hand Sewing Needles Free 


Sustaining a contention of the Mills 
Needle Co., New York, the court reaches 
the conclusion, opinion by Chief Jus- 
tice Fischer, that certain merchandise, 
assessed with duty at the rate of 45 
per cent ad valorem, under paragraph 
343, act of 1922, as metal bodkins, 
should have been permitted free entry, 
under paragraph 1623, as hand: sewing 
needles. (Protest 371292-G-23243-29.) 


Tissue Paper Hats 


Certain imported tissue papers, the 
court decides, in overruling a protest of 
Henry Pollak, Inc., New York, were 
correctly taxed by the collector at the 
rate of 35 per cent ad valorem, under 
the provision in paragraph 1313, act of 
1922, for manufactures of paper not 
specially provided for. Overruling a 
claim of the importers, to the effect that 
these hats are more specifically pro- 
vided for in patagraph 1304, at a lower 
rate of duty. (Protest 351445-G-4676-29.) 
————————_—_—_—_—_—_—_——— 


portional increase in the depreciatior. charge 
of only $145,500. 

” See Re United Rys. & Elec. Co., P. U. R. 
1928C, 604, 633-4. 

” See 73 Electric Ry. Journal (1929) 693, 
705, 758, 831, 843. 

“The Company was not, of course, re- 
stricted to a depreciation charge of 5 per 
cent of gross revenues. That was only the 
amount which the Commission deemed ade- 
quate. But the Company was free to re- 
serve a greater amount, without paying 
dividends, if it believed a greater amount 
was necessary. Cf. Havre de Grace Bridge 
Co. v. Public Service Comm., 132 Md. 16. 

@The value of the depreciable property 
in each of the five years preceding 1928 was 
almost constant and at least equal to that 
in 1928, P. U. R. 1928C, 604, 639, P. U. R. 
1929A, 180, 183. 

“In each of those years annual dividends 
amounting to $818,448 were paid. The re- 
corded surplus at the beginning of 1923 wa 
$1,553,097.83. If the depreciation allowanc 
contended for had been made in each of 
those years, this surplus would have been 
wiped out in 1925 and there would have 
remained a deficit, after payment of divi- 
dends ef $416,568 in 1925, $1,027,837 in 1926, 
and $2,140,146 in 1927. Instead, the Rail- 
ways reported a surplus of $2,005,473 at the 
end of 1925, $2,020,863 at the end of 1926 
and $1,588,823 at the end of 1927. See 
Moody’s) Manual of investments (Public 
Utilities) 1929, pp. 875-6; Poor’s Public 
Utility Section 1929, p. 968. In declaring 
these dividends, the management did not ° 
overlook the necessity of adequate provision 
for depreciation. For, in the several rate 
cases before the Commission it had insisted 
that the depreciation allowances were in- 
adequate. 


The nited States Baily 
in New York 


Tue Unitep States Daltty is de. 
livered to any of the leading New 
York Hotels, upon request, . by 
The Longacre Newspaper Delivery. 
Give yr order to the ‘mail clerk 
of your hotel. or telephone 
Medallion 2460. 
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Federal Taxation 


City Tax on Railway 
To Construct Bridge 
Is Found to Be Valid | 


Levy of 22 Per Cent of Cost, 
Of Improvement Is Held 
To be Proper in Absence 
Of Proof of Injustice 





San Francisco, Calif—An assessment 
against a railroad of 22 per cent of the 
cost of an improvement being made in 
a special assessment district will not be 
set aside as arbitrary and unjust, when 
the company failed to show how much | 
of its property was included in the dis- | 
trict, or what proportion its property | 
bore to all the property therein, the | 
Cireuit Court of Appeals for the Ninth 

irecuit bas held, | 

In order to invalidate the assessment, | 
the railroad must show that the action | 
of the city council in ‘apportioning the 
tax was arbitrary, the court ruled, and 
the mere fact that the company was 
called upon to bear a large portion of 
the cost of the improvement was not 
sufficient. 


NORTHWESTERN PACIFIC RAILROAD 
CoMPANY 


v. 
TOWN OF LARKSPUR. 
Circuit Court of Appeals, Ninth Circuit. 
No. 5802. 


OrRIcK, PALMER & DAHLQUIST (CHRIS- 
TOPHER M. JENKS of counsel), for ap- 
pellant; JorpAN L. MARTINELLI and H. 
‘A. PosTLETHWAITE for appellee. 

Before RupKIN, DIETRICH and WILBUR, 
Circuit Judges. 

Opinion of the Court 
Dec. 17, 1929 
RupKIN, Circuit Judge.—This was a) 


suit to enjoin the collection of a special 
assessment and to declare the assessment 
null and void, From a decree in favor 
of the defendants, the plaintiff has | 
appealed. 

Seciion 2 of the California improve- 
ment act of 1911, (Laws of 1911, p. 732), 
provides that, whenever the public in- 
terest or _convenience may require, the 
city council is authorized/and empowered 
to order the whole or any portion or 
portions, either in length or width of 
any one or more of the streets, avenues, 
lanes, alleys, courts, places or public | 
ways of any such city to be improved, in | 
the manner therein set forth. — Section 
3 provides that, before ordering any 
such work done or improvement made, 
the city council shall pass a resolution 
of intention so to do and that the reso- 
lution shall be published, as therein 
provided. Section 4 provides _ that, | 
whenever the contemplated work or im- 
provement, in the opinion of the city 
counéil, is of more than local or ordinary 
public benefit, and in certain other cases 
not material here, the city council may 
make the expense of such work or 
improvement chargeable upon a district 
which the city council shall, in its reso- 
lution of intention, declare to be the 
district benefited by such work or im- 
provement, and to be assessed to defray 
the costs and expenses thereof. 


Tax District Established 


Aug. 10, 1925, the board of trustees of 
the Town of Larkspur adopted a retolu- 
tion of intention to improve Alexander 
Avenue by the construction of a rein- 
forced coficrete bridge over the North- 
western Pacific Railroad tracks, and also 
Pto irap.ove certain other streets a id 
avenues in the town by grading and pav- 
ing and otherwise. The resolution of in- 
tention recited that the contemplated 
work and improvement wes, in the opin- 
ion of the board of trustees, of more 
than local or ordinary public benefit and 
that the expense of the work and im- 
provement should be chargeable upon a 
district which the board declared to be 
the district benefited by the work and 
improvement and which should be as- 
sessed to defray the costs and expenses 
thereof. The district thus established 
was bounded and described as follows: 

Beginning at the intersection of the east- 
erly line of the Northwestern Pacific Rail- 
road right of way with the southerly bound- 
ary line of the town of Larkspur, and run- 
ning thence east and north along said 
boundary line to its intersection with the 
northerly line of the Northwestern Pacific 
Railroad right of way, on what is known 
as the (cut-off to San Rafael) branch, 
thence westerly along said line of said cut- 
off branch, to its intersection with the 
easterly line of the main line right of way 
at Baltimore station, thence due west to 
the westerly line of said main line right of 
way, thence southerly along last above men- 
tioned right of way line to the northerly | 
line of Alexander Avenue; thence westerly | 
along the northerly line of Alexarider Ave- 
nue, 125 feet; thence at a right angle south- 
erly to the southerly line of Alexander 
Avenue; thence easterly along the south- 
erly line of Alexander Avenue to the west- 
erly line of the Northwestern Pacific Rail- 
road right of way; thence southerly along 
the westerly line of said right of way to a 
point due west of the point of beginning; 
thence east to the point of beginning. 

Terms Said to Be Indefinite 


This. description would seem a littlé 
indefinite, to say the least. The point of 
beginning is the intersection of the 
easterly line of the railroad right of 
way with the southerly boundary line 
of the town, which runs due east and 
west ‘The next course is east and north 
along said boundary line to its inter- 
section with the northerly line of the| 
railroad right of way on the San Rafael 
cut of, ye presume the intention was | 
to rur east along the southerly boundary 
line uf the town to its intersection with | 
the eastern boundary line of the town, 
and thence north along the eastern 
boundary line to the next point of call, 

This description at least conforms to 
the bovrdaries of the district as they 
appear on a blue print found in the 
record, and no objection was urged 
against the regularity of any of the 
proceedings except the inequality of the 
assessment. The total cost of the im- 
provements was $57,202.62, and the total 
assessment was in the same amount. 
The assessment against the property of 
the ruilroad company was $12,607.95, or 
annroximately 22 per cent of the whole, 

The items going to make up the rail- 
yoad assessment were, first, one-half the 
cost of grading and paving Acacia Ave- 
nue, which runs adjacent and parallel to 
the railroad right of way, and one-half 
the engineering and other incidental ex: | 
penses; second, one-half the cost of con- 
structing the concrete bridge over the 
railroad tracks and one-half the en- 
gineering and other incidental expenses, 
and, third, one-half the cost of construct- 
ing the retaining wall at the easterly ter- 
minus of the bridge to sustain the 
fill and approach thereto, and one-half 
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Railroad Assessments 


Date of Closing of Books of Company 
Does Not Control in F ixing Fiscal Year 


By-laws Provide for Calendar-year Basis and Returns W ere| 


Made for That Period 


The fact that the bookkeeper of a 
corporation ruled down the bette on 
Apr. 30, did not authorize the Commis- 
sioner of Internal Revenue to compute 


| the company’s income tax on the basis 


of a fiscal year ending that date, the 


| Board of Tax Appeals has just held. 


The corporation submitted its report 
on a calendar year basis, the by-laws 
provided that the calendar year should 
be the fiscal year and the facts showed 
that the corporate income had been de- 
termined accurately from the books on 
the basis of a calendar year, the Board 
pointed out. 


THE DuRIRON COMPANY, INC. 
v 


COMMISSIONER OF INTERNAL REVENUE. | 


Board of Tax Appeals. 
No. 23930. 


WARREN W. CUNNINGHAM, CHESTER PatT- 
TERSON and FreD A. Woopir for the 
taxpayer; MAXWELL E. McDOowELL 
and FRANK B. SCHLOSSER for the 
Commissioner. 


Findings of Fact and Opinion 
Dec. 20, 1929 


The petitioner was incorporated in 
New York in 1912 under the name of 
Duriron Castings Company. In 1920 its 
name was changed to the Duriron Com- 
pany, Inc. It is engaged in the manu- 
facture of an acid, alkali and rust- 
resisting metal known as duriron. At 
first it }:ad a sales organization in New 
York City and contracted with a firm 
in Dayton, Ohio, for the manufacture of 
its product. In 1915 it leased a plant at 
Dayton, Ohio, and since then it has 
mannifactured its own product. Its books 
were kert at the New York office until 
early in 1917, from which date they have 
been kept in Dayton, Ohio. 

Its by-laws adopted in 1912 provide that 
its fiscal year shall commence with the 
first day of January and end with the 


| last day of December in each year. This 


provision of the by-laws has never been 
modified or changed. The original by- 
laws also provided for an annual stoék- 
holders’ meeting to be held in May of 
each year and such meetings were held 
in May up’to and including the year 1919. 
At these meetings officers were elected 
and salaries were fixed. At a special 
meeting of tie stockholders in Septem- 
ber, 1919, the by-laws were amended to 


provide for an annual meeting in Feb- | 


ruary of each year. 

The petitioner divided its inventory 
into two groups, one group consisting of 
goods in process and finished goods and 
the other of raw materials. Someone 
inspected the raw materials at the end 
of each month and estimated the quan- 
tity of each on hand. A currentyinven- 
tory of goods in process and finished 


goods was maintained on a ecard system, ; 
but an actual account of these goods | 


was made only on Dec. 31 of each year. 
Generally the current inventory at the 
end of the year did not differ a great 


deal fromthe physicak-imvertéry taken | 


at the end of the year. 

Financial statements were prepared 
from the books monthly and submitted 
to the officers. The books of the peti- 


ae 


the engineering and other incidental ex- 
penses. 


The jurisdiction of the court below was 


invoked upon the ground that the assess- | 


ment constituted a deprivation of 


rop- 
erty without due process of law an 


was 


so palpably and arbitrarily discrimina- | 


tory against the appellant as to amount 
= a denial of the equal protection of the 
aw. 
the appellant were not invaded unless 
the action of the city council in approv- 
ing the assessment and apportioning the 
tax was arbitrary, wholly unwarranted, 
or a flagrant abuse of authority. Bran- 
son v. Bush, 251 U. S. 182. 


And the mere fact that an undue por- | 


tion of the cost of some part of the im- 
provement was assessed against. the 
property of the appellant would not vio- 


late its constitutional rights, unless the | 
assessment as a whole was arbitrary | 


and discriminatory. Here we are not in- 
formed as to how much property belong- 
ing ‘to the appellant was included in the 


assessment district, or what proportion ' 


its property bore to all the property 
within the district. 

Without such information it would be 
impossible to say that an assessment 


of 22 per cent of the entire cost against | 


the property of ‘the appellant was un- 
just, arbitrary, or discriminatory, or 
even excessive. If the constitutional 
rights cf the appellant have been dis- 


regarded, it has failed to demonstrate | 


that fact by the record brought be- 
fore us. 


After the resolution of intention was | 


adopted, the town, through its board of 
trustees, presented a petition to the 
State railroad 
that body to take evidence and deter- 
mine the proper division or apportion- 
ment of the cost, as between the town 


and the appellant, for the replacement | 


of the then existing crossing by a new 


bridge or crossing, as described in the 


resolution of intention. 
Costs Were Divided 

A hearing was had on this petition 
and the commission ordered and directed 
the removal of the existing wooden 
bridge and its replacement by a rein- 
forced concrete structure. It was fur- 
ther ordered that the cost of the new 


structure and of removing the old should | 


be borne one-half by the town and one- 
half by the appellant; that the cost of 
paving up to the new structure should 
be borne by the town, and that no por- 
tion of the cost assessed against the 


town for the construction and mainte- | 


nance of the crossing should be assessed 
by the town in any manner whatsoever 
against the cperative property of the 
railroad company. For some reason the 
matter ended here, and no attempt was 
made to enforce the order of the com- 
mission by either party. We doubt if 
the railroad commission had authority 
to take away from the town council 
any of the powers conferred upon it 
by law, but in any event the action of 
the city council in imposing the assess- 
ment in question does not seem to. con- 
travene the order of the commission in 
any way. 

The cost of paving Acacia Avenue was 
no part of the cost of paving up to the 
bridge, within the meaning of the order, 
and if the retaining wall was not a part 
of the bridge structure, it was appar- 
ently chiefly beneficial to the property 
of the railroad company. 

We find no error in the record and 
the decree is affirmed, 


But the constitutional rights of | 


commission requesting | 


tione: were ruled down on Apr. 30 of 
each year, They were also ruled down 
on Dec. 31, 1919, but were not ruled 
down on Dec. 31, 1918. Adjustments for 
bad debts were made on the books as of 


Apr. 30 and as of Dee. 31 in each year.: 


| The petitioner employed a firm of ac- 
countants to audit its books and prepare 
its income tax returns for each of the 
calendar years 1918 and 1919. This firm 
for each of these years, in the early 
| part of the following year, prepared a 
| memorandum from the books. Each 
; memorandum showed certain balancing 
|or closing entries for the various ac- 
counts which were not shown on the 


books at the time the memorandum was | 


prepared. 


The, firm for each year furnished the 
| petitioner with a copy of the memoran- 
| dum which it thereafter retained as part 
|of its records.. On each memorandum 
there was entered an item representing 
depreciation, an item representing amor- 


a and an item representing bad | 


ebts, Each memorandum purported to 
show the correct income for the preced- 
ing calendar year and the financial con- 


dition of the company as of the close of | 


that year. After the memorandum was 
prepared adjusting entries were made on 
the books as of Dec. 31 for bad debts, 
depreciation and amortization. 


At all times since its organization, 
the petitioner had made its annual Fed- 
eral income tax returns on the calendar 
year basis. The method regularly used 
by the petitioner in keeping its books 
was such as would correctly and accu- 
rately reflect its true income on the basis 
of a calendar year. 


The Commissioner has computed the 
petitioner’s income tax liability from 
Jan. 1, 1918 through Dec. $1, 1919 on the 
~~ of the following periods: 

- From Jan. 1, 1948, through Apr. 30, 
1918; 2, from Apr, 30, 1918, through 
Apr. ,30, 1919; 3, from Apr. 30, 1919, 
| through Dec. 31, 1919. 

Certain documents have been offered in 
evidence from which the parties have 
agreed that under Rule 50 they can com- 
pute the petitioner’s income and profits 
tax liability for the calendar year 1918 
end for the calendar year 1919. 

_ The petitioner’s annual accounting pe- 
riod was the calendar year. 





Opinion 
MurbocK.—Counsel indicated at the 
hearing that from documents offered in 
| evidence they can, under Rule 50, agree 
upon the correct tax liability if the Board 
will only say what is the correct taxable 
period. Each party has a contention 
which requires consideration only in the 
event our decision: sustains the period 

used by Commissioner, 
The real question in this case appears 


petitioner’s annual accounting period?” 
This is important under section 212(b) 
of the revenue act of 1918 which is as 
follaws: 

e net income shall be computed upon 
| the basis of the taxpayer's anneal aevouns- 
ting period (fiscal year or calendar year, as 
the case may be) in accordance with the 
method of accounting regularly employed 
in keeping the books of such taxpayer; but 
if no such method of accounting has been 


j;not clearly reflect the income, the compu- 
jtation shall be made upon such basis and 
in such manner as in the opinion of the 
Commissioner does clearly reflect the in- 
come. If the taxpayer’s annual account- 
ing period is other than a’ fiscal year as 
defined in section 200 or if the taxpayer 
has no annual accounting period or does not 
keep books, the net income shall be com- 
; puted on the basis of the calendar year. . 

_If a tuxpayer changes his accounting pe- 
riod from fiscal year to calendar year, from 
calendar year to fiscal year, or from one 
| fiscal year to another, the net income shall, 
with the approval of. the Commissioner, be 
; computed on the basis of such new account- 
ing period, subject to the provisions of sec- 
tion 226. 

If the petitioner had no annual ac- 
counting period the act provides that 
the. caiendar year must be used. The 
| petitioner had a method of accounting 
which it regulariy employed in keeping 
its books and its method clearly reflected 
its income, Thus under the act the Com- 
; missioner had no authority to use an ac- 
‘counting period other than the calendar 
year unless the petitioner had adopted 
Such another accounting period and his 
contention must be that the petitioner 
| has adopted the period from May 1, 1918, 
to Apr. 30, 1919, and has erroneously 





dar year as its accounting period. 


titioner to make its returns on the basis 
ofa calendar year and which moved the 
Commissioner to change the basis are 
before us and we se | 

larly concerned with questions of pre- 
sumptions or burden of proof. The re- 
spondent in support of his action points 
to the fact that the books were ruled 
down on Apr, 30 each year; annual meet- 
ings were held in May of each year; and 
income can be accurately computed as of 
Apr. 30. The ‘petitioner on the other 
hand bases its argument on the fact that 
the by-laws perme that the calendar 
year should be the fiscal year; officers 
did not know of or authorize a ruling 
down of the books on Apr. 80; concededly 
its income has been determined accu- 
rately from the books on the basis of a 
calendar year; a physical inventory was 
taken only on Dee. 31; and its returns 
have always been made on the basis of 
a calendar year. 

The decision of the issue must depend 
upon the weighing of certain conflicting 
circumstances of this particular case. 
The fact that the bookkeeper ruled down 
the books on Apr. 30, is the only fact 
: inconsistent with the use of a calendar 
year accounting period. But this fact 





SYLLABI 


California—Special 


clared void as unjust, arbitrary, or 
R. Co. v, Town of Larkspur. (C.C. A 





to be a question of fact, “what was the | 


concluded that it has adopted the calen- | 
All cf the facts which moved the pe- | 


not be particu- | J 


Assessments—Constitutionality—Arbitrary 
criminatory Assessments-——Evidence— 

The mere fact that a large part of the cost of an improvement was as- 
sessed against the property of a railroad does not violate its constitutional 
rights, unless the assessment as a whole was arbitrary and discriminatory; 
and when the record does not show_how much property belonging to the 
railroad was included in the assessment district, or what proportion its 
property bore to all the property therein, 4n assessment of 22 per cent of 
the entire cost of the improvement against the railroad will not be de- 


Land Bank Bonds 
| Are Held Not to Be 
Federal Obligations. 


i | 
| Securities Classified for Tax 
Purposes as Being Similar | 
In Character to Farm) 
Loan Issues 


} 


Bords issued by the joint stock land 
banks are instrumentalities of the United 
States, but, like the bonds of the Federal 
farm loan banks, they are not obliga- 
tions of the United States for Federal 
tax jurposes, according to a ruling of 
the Income Tax Unit of the Bureau of 
Internal Revenue. 


BUREAU OF INTERNAL REVENUE 
Income Tax 2514. 
Memorandum Opinion 
A teypayer makes the following in- | 
quirics with respect to General Counsel’s | 
Memcrandum 6872, in which it is held 
that Federal farm loan bonds, while in- 
| strumentalities of the Government, are 
| not obligations of the United States: 
1. Whether Federal farm loan bonds 
| are not in fact obligations of the United 
States as well as instrumentalities of 
the Government, and 


| 2, Whether the conclusion reached in 

“Genere! Counsel’s Memorandum 6872 ap- 
| plies to joint stock land bank bonds as 
| well as Federal farm loan bonds. 


| 

As to the first question, it is held that | 
‘Federal farm loan bonds are executed | 
, by the proper officers of the issuing 
banks and do not purport to be obliga- 
tions of the United States. While it is | 
true that the bonds do state, as is pro- 
| vided by the act of July 17, 1916 (39 | 
Statutes at Large 360), that Federal | 
farm loan bonds. issued under the pro- | 
visions of this act shall be deemed and | 
held to be instrumentalities of the Gov- | 
ernment, and that as such they and the | 
income derived therefrom shall be ex- | 


\ 
| 





local taxation, yet, as pointed out in the | 
memorandum of the general counsel, this | 
does not make such bonds obligations of 
the United States. 

As to the second question, it is held 
that while the mmorandum mentioned 
was concerned with Federal farm loan 
bonds only, the 
stock land bank bonds issued under au- 
thority of the Federal Farm Loan Act. 


Revenues for Institutions 
In Montana Are Discussed 


State of Montana: 
Helena, Jan. 8. 

Measures involving a bond issue of 
$3,000,000 and a 3-mills special tax levy, 
for the support of State institutions, 
were discussed at a meeting called by 
Governor J. E. Erickson Jan. 4 and over 
which he presided. The measures are to 
be submitted to the people at the next 
general election. 

“These smeasures*are unusually sig- 
nificant and vital because they effect the 
efficiency of every State-supported insti- 
tution, whether university or nonuniver- 
sity, and the efficiency of every State de- 
| partment. + Because this is true, these 
measures will also vitally affect all of 


so employed, or if the method employed does | the governmental service of Montana and | 


therefore all of the private interests of 
| the State,” the.governor said in a cir- 
hans calling the meeting. 


Assessment of Income Tax 
Is Begun by Connecticut 


State of Connecticut: 

Hartford, Jan. 8. 
Income tax returns and instruction 
pamphlets have been mailed to approxi- 
mately 10,000 business corporations do- 
ing business in Connecticut, according to 
State Tax Commissioner William H. 
Blodgett. Extensions of time for filing 
will not be granted unless application is 
made and a tentative return filed prior 
to Apr. 1, the.commissioner said, point- 
ing out that no remittances should ac- 
company the return, as the tax will not 
be assessed until July 15 and is payable 

on or before Sept. 1. 


Collections of Tax in Iowa 
Show Increase for 1929 


State of Iowa: 
. Des Moines, Jan. 8. 

Gasoline, cigarette and inheritance tax 
collections in Iowa registered material 
increases during 1929, Ray E. Johnson, 
pepeares of State, announced orally 

an, 2. 

The 3-cent gasoline tax yielded $9,987,- 
186, which is $850,000 greater than the 
1928 total. 

Cigarette taxes enriched the treasury 
by $1,325,378, an increase of $142,000 
over the previous year. 

Inheritance taxes, collected from 2,227 
estates, totaled $1,196,532. This is an 
increase over the 1928 revenue of 
$105,509. 


AY 
is not of controlling significance and 
its importance is more than offset by a 
consideration of other facts inconsistent 
with the adoption of the accounting pe- 
riod used by the Commissioner. It is 





counting period was the calendar year 
and it follows that the Gommissioner 
erred in computing the deficiency on an- 
other basis. 

Further proceedings will be had under 
rule 62(a), or in the absence of such 
proceedings, judgment will be entered 
under rule 50. 





Index and Digest 
State Tax Decisions and Rulings 


are printed so that they can be cut out, pasted on Standard 
Library-Index and File Cards, and filed for reference. 


and Dis- 


diseriminatory.—Northwestern Pacific 


. 9)—IV U. S, Daily, 3057, Jan. 9, 1930. 


conclusions reached | 


5 from Federal, State, municipal, or | 
' 
Ee apply with equal force to joirit | 


our opinion that this petitioner’s ac- | 


Tobaéco Taxes 


YEARLY 
INDEX 


State Taxation 


Index. and Digest 
Federal Tax Decisions and Rulings 


S YLLABI 


are printed so that they can be cut out, pasted on Standard 
Library-Index and File Cards, and filed for reference. 


Tax Year—Calendar Year and Fiscal Year—1918 Act— y 

Where a corporation made its report on a calendar-year basis and the 
by-laws provided that the calendar year should be the fiscal year, and a 
physical inventory was taken only on Dec. 31, the commissioner erred in 
computing the tax on the basis of a fiscal year ending Apr. 30 because 


the books were ruled down on that date-—Duriron Co. v. Commissioner. 


(B. 


T. A.)—IV U. S. Daily, 3057, Jan. 9, 1930. 


Tax Liability—Deficiency in Tax—Obligations of the United States—Joint 
Stock Land Bank Bonds—1926 Act— 

General Counsel’s Memorandum 6872, holding that Federal farm loan 
bonds issued under the act of July 17, 1916 (39 Stat. 360), are instrumen- 
talities of the Federal Government, but such bonds are not obligations of the 
United States, applies with equal force to joint stock land bank bonds issued 


under authority of the Federal farm loan act.—Bur. Int. Rev. 


IV U. S. Daily, 3057, Jan. 9, 1930. 


Decisions of Board 


of Tax Appeals 


Promulgated January 8 
Proximity Manufacturing 
Docket Nos, 26903, 32371. 
The evidence being insufficient to 
show that respondent erred in com- 
puting deductions for exhaustion, 
wear and tear of property used in 
the petitioner’s business, the deter- 
minations of the respondent are ap- 
proved. 
H. C. Lister. Docket No. 13732. 


Fraud Penalty. The evidence in 
this case proves that the petitioner’s 
return showed an understatement of 
gross income resulting in a large 
part from his misunderstanding of 
what should constitute gross income 
for the taxable year derived from a 
business, the products of which are 
sold part in the same year produced 
and part in following years. The 
record contains no evidence of an 
active intent to evade taxes and it 
is held that there is no evidence 
| which will warrant a presumption of 
| fraud. 

W.N. Robinson. Docket No. 27205. 


Held, that under the terms of a 
certain lease agreement the - peti- 
tioner was obligated to pay only for 
the use of improvements made by les- 
sor on leased property and that at 
the end of the taxable year no 
amounts for the use of such improve- 
ments were due and accruable. 


| 


Oklahoma Governor 





tions and Submit Report 


State of Oklahoma: 
Oklahoma City, Jan. 8. 

An unofficial tax commission will be 
appointed to study conditions and submit 
a report before. the next meeting of the 
legislature, Governor Holloway said in 
an address at the annual meeting of the 
county assessors of Oklahoma, Jan. 3. 

A revision of the laws to impose a 
heavier tax upon foreign corporations, 
which are now contributing but little to 
the expenses of the State, will be asked 
of the thirteenth legislature, the gov- 
ernor declared. “The legislation I will 
Seuieek will not increase taxes on those 
paying their just portion, but will require 


corporations, virtually exempt, to pay | 


their part,” he said. 


sioner, with the duty of assessing public 


utilities and equalizing the assessments | 


among counties, subject to review and 


approval of the State board of equaliza- | 
tion, was recommended by State Auditor | 


A. S. J. Shaw. 

“Understand, I say a tax commissioner; 
not a commission,” Mr. Shaw said. “It 
is my opinion that the executive branch 
of the State government would function 


better were there no commissions, but! 


instead a commissioner in each and every 


case, so that there would be no division | 


of authority or question of responsi- 
bility.” 


Admiralty Act Bars Suit 


(Continued from Page 7.] 
of action arising out of the possession 
and operation of merchant vessels, In 
Fleet Corporation v. Rosenberg Bros., 
supra, wé said (p. 213): 
“It provides a remedy in admiralty 
for adjudicating and satisfying all mari- 


or ope:ation of merchant vessels of the 
United States and the corporations, in 
which the obligation of the United States 
is substituted for that of the corpora- 
tions. To that end it furnishes a com- 
plete system of administration, applying 
to the United States and the corpora- 
tions alike, by which uniformity is es- 
tablished as to venue, service of process, 
rules of decision and procedure, rate of 





interest. and periods of limitation; and | 
not onivy provides that the judgments | 


against the corporations, as well as those 


/out of money in the Treasury, but re- 
peals the inconsistent provisions of all 
other acts. 5 

“In view of ‘these provisions of the act 
we cinnot doubt that it was intended to 
furnish the exclusive remedy in ad- 
miralty against the United States and 
the corporations on all maritime causes 
of action arising out of the possession 
or operation of merchant vessels, And 
nothing in its legislative history indi- 
cates a different purpose. It follows 
that after the passage of the act no 
libel in admiralty could be maintained 
against the United States or the cor- 
porations on such causes of action ex- 
cept in accordance with its provisions 
** =” 

On the facts above stated it is clear 
that each of the causes of action arose 
out of the possession or operation of a 
merchant vessel by or for the United 
States, Directly or mediately, the money 
required to pay a judgment against any 
of the defendants in these cases would 
| come out of the United States. It is the 
real party affected in all of these actions. 
Section 8, Suits in Admiralty Act. 46 
U. S. C., section 748. Cf. Minnesota v. 
Hitehcock, 185 U. S. 373, 387. 





The analysis of the act and the reasons | 


on which rests our decision in Fleet Cor- 
poresioe v. Rosenberg Bros. apply here. 
tting the United States and the Fleet 


Company. 


To Ask Tax Revision, 


Commission to Study Condi-! 


(I, T. 2514)— 


‘New Hampshire Tax 
Revision Is Approved 


State Supreme Court Passes 
Upon Constitutionality of 
Proposed Changes 


State of New Hampshire: 

Concord Jan. 8, 
The New Hampshire Supreme Court, in 
an advisory opinion handed down Jan. 7, 


upheld, for the most part, the constitu- 
tionality of proposed changes in the tax 
structure of the State. 

The proposal embodied recommenda- 
tions for a personal income tax, a tax on 
the franchise of electric utilities, exemp- 
tion of growing timber from taxation 
and the assessment of a tax upon sever- 
ance from the realty; a tax on retail 
merchants and shopkeepers called a good 
will tax, by which gross sales would be 
one measure of value, and which the 
chain stores claimed in a brief filed in 
the case was designed to increase their 
taxes; an equalization fund by which 
revenue from the income tax and fran- 
jchise tax would be collected by the State 


and distributed to the towns for aiding | 


forestation, highways and schools. 


The question asked of the court and 
the answers submitted follow in full text: 


Q. Would any constitutional provision 
be violated by imposing a tax as pro- 
vided in House bill No. 13 in new draft, 
upon the franchises, property and estate 
of gas and electric utilities conducting 
business in this State? A. No. 


Q. If a tax may be imposed as pro- 
vided in said bill is it rendered unconsti- 


proposed in said bill? A, No. 


Exemptions Defined 


The third question was answered by 
replies to questions one and two, the 
court pointed out. 

Q. Would any constitutional provision 
be violated -by imposing a tax “as pro- 
yided in House bill 10 in new draft 
upon the earned income of individuals 
from whatever source derived, with rea- 
sonable exemptions and deductions for 
certain expenses incurred, and allow- 
ance for dependents in said bill? A. No. 

The court defined reasonable exemp- 
tions as $1,200 for a single person and 
a maximum of $2,000 for others. 

Q. Is it necessary in order to satisfy 
the provisions of the constitution that 
the rates and exemptions be the same 
on all classes of income, as for instance 
on earned income and income derived 
from other sources? A, All income 


‘taxes mu&t be laid at common rate. 
Creation of the office of tax commis- | 


Q. Would any constitutional provision 
be violated by a general act exempting 
from taxation standing timber, the own- 
ers of which enter into a contract with 
the State to pay a certain fee upon the 
severance of the timber, as provided in 
House bill 5 in new draft? A. No. 

Q. If any exemption of timber be 
constitutional, is it rendered unconsti- 
tutional by making it apply only to 
tracts of more than five acres, and by 
permitting no such contract to be made 
to cover more than 500 acres in any one 





Against Fleet Corporation| 


time claims arising out of the possession ; 


| against the United States, shall be paid! 


| 


| shown above, section 2 authorizes a libel 


year, as provided in House bill 5? A. 


Yes, exemption must apply to all alike. 


Sales Tax Legal 
Q. Is the good will of any trade or 
busine8s constitutionally subject to a 
tax by the legislature? 


the gross receipts of the trade or busi- 
ness? A. Yes. A sales tax is constitu- 
tional. Good will can be used as a meas- 
urement if tax on profits are omitted. 

Q. If such a-good will is taxable, is 
any constitutional provision violated by 
imposing a tax upon retail merchants 
and shopkeepers as proposed in House 
bill 401? A, No. Imposition on retailers 
and not wholesalers is within the legis- 
lative power of selection. 


Q. Is it constitutional for the State 
to distribute the proceeds of a State 
tax under an equalization fund proposed 
for venefit of reforestation, highway 
maintenence and schools? A. Yes. 

Governor Charles W. Tobey stated 
orally that he might call a special ses- 
sion of the legislature to act on the 
proposals, which were submitted to the 
1929 legislature by a special interim 
tax < mmission, The governor must ask 
the advice of his council before calling a 
special session, it was stated. and the 
next council meeting is Jan. 15. 


a 


Corporation on the same footing and pro- 
viding remedies to be exclusive in ad- 
miralty would not serve substantially to 
establish uniformity if suits under the 
Tucker Act and in the court of claims be 
allowed against the United States and 
actions at law in State and Federal courts 
be permitted against the Fleet Corpora- 
tion or other agents for enforcement of 
the maritime causes of action covered by 
the act. Such a failure of purpose on the 
part of Congress is not readily to be in- 
ferred. 


We conclude that the remedies given 
by the act are exclusive in all cases 
where a libel might be filed under it. As 


in personam against the United States cr 
against the Fleet Corporation in each of 
these cases. It follows that on disclos- 
ure—whether by pleading or roof—of 
the facts aforesaid, the district court 
should have dismissed each case for lack 


|of jurisdiction. 


Judgments in Nos. 5, 32 and 56 re- 
versed and causes remanded with direc- 
tions to dismiss. 





Judgment in No. 123 affirmed. 


tutional by the method of distribution | 


If so, can the| 
| good will of a trade or business be meas- 
|ured prima facie by a percentage of 
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‘Higher Taxes on Gas 
And Cigarette Sales 
Proposed in Kansas _ 


| Governor Submits Plan to 
Legislators to Permit — 
Counties and Cities to Re-— 
duce Property Tax Rate — 


| 


State of Kansas: 
Topeka; Jan. 8. 
A proposal to increase the gasoline tax 
|to 4 cents and to double the present 2- 
leent tax on cigarettes was submitted by 
Governor C. M. Reed to members of the 
legislature Jan, 2. Both proposals can 
be treated in a special session, if one 
lis called, as they are related to the sub- 
ject of taxation, the governor pointed out. — 

The re, nue derived from these addi- 
tional taxes, according to the governor’s 
plan, would be distributed among the 
counties and cities, enabling them to de- 
crease their general property tax rate. 
Under the present system of financing 
county and township roads and bridges 
in Kansas, it is estimated that $14,083,- 
801 will be raised by direct tax levies 
during 1930. Increasing the gasoline tax 
one cent would raise not less than 
$3,000,000, which could be applied toward 
reducing those levies, the governor’s pro- 
posal states. 

$700,000 From Cigarettes 

The governor estimates that doubling 
| the cigarette tax would produce $700,000 
additional revenue, all of which, he sug- 
gests, should go to the cities and coun- 
ties from which it is collected. 

Replies from 106 Representatives and 
30 Senators in response to the governor’s 
query regarding sentiment for or against 
the State tax code commission’s recom- 
mendations for tax revision, indicate. a 
large majority in favor of all except the 
administrative features, according to an. 
oral statement by Harold F. McCue, sec- 
retary of the commission. 

Some of the legislators did not express, 
their sentiments concerning all of the 
tax code commission’s recommendations, 
Mr. McCue said in announucing the fol- 
lowing results: 

Income tax: 53 for, 17 against, in 
the house; 17 for, 6 against, in the 
senate. 

Inheritance tax proposal to reduce 
widow’s exemptions from $75,000 to 
$30,000; to reduce class B exemptions 
from $5,000 to $1,000, and changes to 
take advantage of the 80 per cent credit 
clause in the Federal estate tax law: 
47 for; 22 against, in the house; 17 for, 
5 against, in the senate. 

Sales tax, not recommended by the 
code commission: 17 for, 35 against, in- 
the house; 2 for, 15 against, in the 
senate. 

Gress production tax: 59 for, 19 
agaist, in the house; 19 for, 3 against, 
in the senate. 

Increase in tax on commercial metor 
vehicie operators; 65 for, 7 against, in 
the house; 19 for; 2 against, in the: 
senate. : 

Reenact intangible tax law: 47 for, 
22 wsgainst, in the ,house; 15 for, 3, 
against, in the senate. > 

Exemption of foreign owned cattle, 
when tax is paid in another State: 44 - 
for, 80 against, in the house; 16 for, 1 
against, in the senate. 

County unit plan of assessment: 37 
for, 83 against, in the house; 15 for, 6 
against, in the senate, 








Tax Is Favoited in Kansas 
On Insurance Premiums 


State of Kansas: 
| Topeka, Jan, 7. 
A survey of the Kansas’ Legislature 
| has disclosed that 52° representatives 
| and 16 senators favor the recommenda- 
| tion of the State tax code commission 
|for a 2 per cent tax on the gross pre- 
| miums ct domestic insurance companies 
(IV VU, S. Daily 2660), while 13 repre- 
sentatives and 4 senators are opposed 
to it. 
|. This vote has just been announced 
by Governor Reed. It is based upon re- 
turns from a questionnaire on the re- 
port of the tax code commission. which 
he sent to all members of the legislature 
with a view to determining the i 
cability of calling a special session te 
act upon ‘tax revision proposals, No 
decisivn has been made as yet relative 
to such a session. 


Wyoming Fixes Valuation 
On Output of Oil For 1929 


State of Wyoming: 
Cheyenne, Jan. 8. 
The production of petroleum in Wyo- 
ming in 1929 was 18,508,699 barrels hav- 
ing a taxable value of $22,730,366, ac- 
cording to the annual report of the State 
board of equalization. 
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‘Tn Payment of Debts 


Of Railroad Argued | Head 0 


Federal 


Supreme 


Court 


| Merger 


[Continued 


_ Hears Case Arising from) ,..... holdings of the Radio. Corporation 


Act of 1920 Inyolving I 
‘ solvent Line 


The question whether section 3466 of 


the Revised Statutes entitles the United 
‘States to priority in the payment of debts 


n-| of America to International Telephone 


& Telegraph Co. for a sum which, he 
said, is $97,000,000, was attacked by Mr. 
Stone, who declared the actual value of 


Bus Lines 


Project Said to Imperil 
Development of Radio Industry | Termed Harmful to 


ment | Petition Says Funds Are Needed for Building Connellsville 
‘Pennsylvania 


f Federal Radio Corp. Favors National Conumunica- Future Develop 
tions Commission Before Senate Committee 


from Page 1.] 


of reducing telegraph rates. Since its 
sale of the operating circuits to Postal, 
Mr. Stone said, the Federal Radio Corp. 
| has been engaged in manufacturing. 
| At the time of the saie, Federal also 


the properties is $15,000,000. Explaining |entered into an agreement with the 
factors involved in the proposed sale, | Mackay system to manufacture for it 
Mr, Stone said that Owen D. Young, | all the radio, and certain other apparatus 
chairman of the executive committee of | which it required in the course of its 


arising from the transportation act of | the Radio Corporation of America, who | 


business, said the witness. 


1920 out of the assets of an insolyent 
railroad company in receivership over 
other creditors is involved in the first 
case to be argued before the Supreme 
Court of the United States upon resump- 
tin of its sessions. : 

This litigation, docketed under the title 
of United States v. Guaranty Trust Com- 
pany of New York, et al. No. 402, arises 
out of the receivership into which the 
Minneapolis & St. Paul Railroad was 
placed in 1923, following the filing of a 
creditors bill and upon its own acquies- 
cence. 

Assistant to the Attorney General, 
John Lord O’Brien, argued that the lower 


courts degree was predicated on the | 


ground that under the Federal control 
act a specific provision was made elimi- 
nating the effect of section 3466 for the 
period of Federal control. But no such 
exception is found under the transporta- 
tion act of 1920 under which the Govern- 
ment claims arose, he stated. 
Priority Claim Disputed 

Charles Bunn, appearing on behalf of 
the mortgage trustees, contended that 
the Government’s debtor did not own the 
property absolutely prior to the Govern- 
ment loans but held it subject to the 

ortgages. The priority given the 

nited States, he argued, applies only to 
the property which the debtor has at the 
time of the insolvency or receivership 
and as the mortgages attached before 
that time they should be awarded priority 
over the Government’s claim. 

Henry C. Carlson argued on behalf of 
the priority creditors that by the pro- 
visions of the transportation act the gov- 
ernment was merely winding up its war- 
time regulation of the railroads under 


the Federal control act and that the pro- | 


vision of the latter act was still in effect. 

Mr. O’Brian opened the oral arguments 
by telling the court that the only ques- 
tion presented by the case was whether, 


under the priority statute, the United | 


States was entitled to priority over three 
specific classes of creditors; ‘first, the 
mortgage creditors; second, the priority 
creditors, and third, the ordinary un- 
secured creditors. 

The mortgages involved were given at 


various dates extending from 1877 to| 


1912, Mr. O’Brian explained, and in the 
receivership proceedings certain creditors 
claimed an equitable lien superior to all 
other demands on account of claims 


which arose within six months prior to | 


the receivership as a current expense of 
ordinary operation which were con- 
tracted with the expectation and inten- 
tion that they should be paid out of cur- 
rent earnings. 

The Government claims grew out of 
sections 207, 209 and 210, of the trans- 
portation act of 1920, the assistant to 
the Attorney General added, and repre- 
sented both loans made to the railroads 


after the period of Federal control and | 


also out of indebtedness existing at the 
termination of the period of Federal 
control. 

Other Decisions Cited 

Mr. O’Brian told the court that de- 
cisions through a period of 125 years 
have contained considerable discussion 
of the point at issue, but no case ever 
has been before the court. in which this 
particular point was involved. 

The lower court recognized the fact 
that the railroad company was insolvent 
but held that after the period of Federal 
control had terminated any advances 
made by the Government to railroads 


was made in a private capacity and the | 


priority statute had no application. 


“The language of the priority is general,” | 
Mr. O’Brian argued, “and the burden of | 


proving that it does not apply is upon 
the person making such assertion.” 

Referring to the case of Mellon v. 
Michigan Trust Co., 271 U. S. 236, upon 
Which the other creditors rely, Mr. 
O’Brian declared that it had no applica- 
tion to the present case since it arose 
under the Federal control act and sec- 
tion 10 of that act specifically took away 
from the Government for that period, 
and for that period alone, the priority 
afforded by section 3466, 

“This case does not come under the 
Federal control act,” he continued, “but 
under the transportation act of 1920, and 
there is nothing in the latter act taking 
away from the Government the priority 
given it by section 3466.” 

The priority given by section 3466 does 
not specify the class of creditors over 
whom pric rit’ is given, Mr. O’Brian de- 
clared, but gives priority over “all cred- 
itors,” so that the mortgage creditors or 
the priority creditors are not entitled 
to any extraordinary consideration, 

Mr. Bunn argued that 


enactments. 
os Statute Enacted in 1797 
The’ priority statute was enacted in 


1797,” Mr. Bunn declared, “and by re- | 


peated decisions of this court it has be- 
come settled law that the Government’s 


claim is to be paid out of the property | 


as the property exists at the time of the 
receivership.” 
the Government a lien, he argued, but 
merely a priority, and the liens existing 
at the date of the receivership must be 
respected, Mr. Bunn concluded. 

Mr. Carlson argued that it is a long 
and universally established doctrine that 
in liquidating or foreclosure receiverships 
against railroads and other public service 
corporations certain classes of claims are 


entitled to priority over mortgage liens | 


and all. other classes of liens. Such a 


class of claims is made up of those aris- | 


& vt: material furnished to tne com- 
pany within months prior to the receiv- 
ership to keep the company going. 

“When the Government engages in a 

rivate business it furnishes the capital,” 

r. Carlson declared, “but in this case it 

not but invited the public to invest 
money also.” 

m asked by Justice Brandeis 
whether the basis of his contention was 
that when the Government acted under 
the transportation act of 1920 it was not 
winding up its war-time regulation and 
that the provisions of section 10 of the 
Federal contro) act should apply, Mr. 
Carisor replied in the affirmative. 

The Government. when engaging in 
Private business, Mr. Carlson declared, 


the United 
States has no common law priority as | 
priority. depends entirely upon statutory | 


The statute does not give | 


stipulated the terms of the transaction, 
estimates the value of the communica- 
tions patents involved in the sale at 
$86,000,000, 

“Yet Mr. Young himself, in his testi- 
| mony, only urges $5,000,000 as the pres- 
| ent-day value of these pcter.ts,” declared 
the witness. 

“International Telephone & Telegraph 
is being asked to pay the market price 
for common stock, 95 per cent of whose 
value represents profits earned in fields 
other than communications and in which 


” 


said the witness. 

Mr. Stone agreed with Newcomb Carl- 
|ton, president of the Westez-n Union, 
who testified Jan. 7, that the British 
| radio-cable merger—which Radio Corpo- 
ration of America and Inte: ational Tele- 
phone & Telezraph officials have testified 


| proposed sale, 


munications, unless met with a competi- 
|tive domestic monopoly—presents no 
| hazard whatever. - 
| “There is no part of the world where 
|any present or future foreign cable and 
radio mergers will militate against the 
interests of this country,” he said. 
| “I am strongly opposed to the’ repeal 
lof section 17 of the present radio act, 
'and to the deletion of section. 15 of the 
| pending bill, so as to permit the control 
|of international radio communications by 
cable interests,” he declared. 
| “A few years ago, it was not generally | 
|appreciated that radio was on the 
|threshold of the revolutionary develop- 
| ment of short waves, which already have 
| largely superseded former types of trans- 
mission and have greatly reduced initial 
and operating costs. No one can say 
what further discoveries may yet be 
made for the public benefit. The driving 
force of competition is the surest in- 
centive to research and development.” 
The witness criticized the activities of 
the Radio Corporation of America in its 
dealings with the Federal Telegraph Co., 
|relating to a joint contract for the in- 
stallation of radio communications ap- 
paratus for the Chinese government. 


Chinese Contract Awarded 
To Federal Radio Corp. 


In 1921, he set forth, his company pro- 
cured a contract from the Chinese to 
| build a number of high power stations 
for international communication. Be-| 
cause the Federal was not large enough 
to finance the transaction, it was forced 





ized for that purpose, in which the Fed-| 
eral itself held the minority interest. | 
This new company, the Federal Tele- | 
graph Co. of Delaware, as created, was | 
|owned 70 per cent by the RCA and 30, 
| per cent by the Federal Telegraph Co. 
of California. 

Up to Jan. 2, 1928, continued the wit- | 
iness, the Chinese government had not | 
seen fit to carry out the agreements. J. 
|G. Harbord, president of the RCA, in-| 
|iormed him then by letter that the RCA | 
could not decline to avail itself of op- 
portunities to sell short wave stations for 
use in China, in lieu of the long wave 
“are” stations called for under the origi- 
|nal contract. He inserted in the record 
the letter from President Harbord to 
this effect. 

In this letter, Gen. Harbord said the 
development of the radio art had ren- 
dered high-power arc stations obsolete, 
and that the Chinese had insisted that 
short wave, lower power stations, much 
less expensive to build and operate than 
those provided for in the contracts, be 
substituted. 

“We therefore now advise you that the 
| Radio Corporation of America will not 
hesitate to avail itself of any opportu- 
|nity to sell radio devices for use 
| China,” concluded the letter. 

Opening his testimony, Mr. Stone said 





it 
is president, is both a holding and oper- 
j}ating company. 
Co., he said, was organized in California 
| in 1911, and is one of the oldest Ameri- 
|can companies in radio communications. 
| This company, he explained, was formed 
}to acquire the American rights to the 
patents and inventions of Valdemar Poul- 
sen, a Danish scientist and inventor. 

“Utilizing his invention, the Poulsen 
arc, we were the first to make practicai 
application of continuous waves in ra- 
dio,” he declared. “Continuous waves 
| revolutionized the 
| nications and have been adopted by prac- 
tically all radio companies, including 
| those comprising the Radio Corporation 
| group.” . 

The Federal Radio Corp. established 
radio telegraph stations at all larger 
| cities on the Pacific coast and conducted 
|a telegraph service in competition with 
| Western Union and Postal Telegraph un- 
interruptedly from 1911 to 1927, he said. 
| It was then sold to the Mackay or Postal 
system. 

This system, he declared, had the effect 


abandons its sovereignty and has no pri- 
the statute, and it is entitled to no 
greater consideration than a private citi- 
zen when it comes into court. 

Mr. O’Brian in his closing arguments 
declared there was no joint venture be- 
tween the Government and its citizens 
so that the Government would be en- 
titled to no greater consideration on 
claims than a citizen. “I repeat that 
the iouans made to the railroad after 
the period of Federal control had ter- 
minated certainiy were not to be as- 
sociated with what went on during Fed- 
eral control,” Mr. O’Brian pointed out. 

Solicitor General Charles E. Hughes 
Jr., Claude R. Branch and Elmer B. 
Collins were on the brief with Mr. 
O'Brian, John W. Davis, Edwin S. Sun- 
derland, Warren S. Carter, Josephus C. 
Trimbie, Henry V. Poor, Frederick G. 
Ingersoll. Joseph M. Hartfield, Jesse E. 
Waid, Norton M. Cross, Kenneth Taylor, 
James H. McIntosh, M. M. Joyce, Ed- 
ward H. Blanc, James C. Otis, Mortimer 


Oscar Mitchell, James G. Nye, Charles 
R. Fowler and Fowler, Carlson, Furber 
& Johnson were on the briefs with Mr. 
{Bunn and Mr, Carlson, 





fields International Telephone’ & Tele- | 
| graph will receive no benefits under the | 


imperils America’s supremacy in com- |: 


lis not one of fixing a salary to attract 


|agreement between the Radio Corpora- 


to sell the contract to a company, organ- | Commercial 


in | 


he Kolster Radio Corp., of which he also} 


The Federal Telegraph | 


art of radio commu- | 


H. Boutelle, Donald Evans, J. H. Mulally, | 


The Mackay system, the following 
| year, continued the witness, was acquired 
by the International Telephone & Tele- 
|graph. Since then, the Federal has sup- 
plied the International Telephone & Tele- 
| graph equipment for point to point, ship 
|to ship, transoceanic and general radio 
| communication, he said. 
} Referring particularly to the Couzens 
/bill, Mr. Stone said he was “strongly in 
|favor of the immediate creation” of a 
{communications commission. 

“There is definite need for the transfer 
of the present unused regulatory powers 
of the Interstate Commerce Commission 
| with respect to communications to a 

commission which can undertake such 
| regulation,” he testified. 

Supplies Manufactured 

‘For Operating Companies 

Mr. Stone said the need for regulation 
of interstate telegraph and telephone 
tolls, in his opinion, was obvious. 
such work, he said he favored a commis- | 
sion, and not a governmental department | 
|under a cabinet officer. 

Recommendation that the salary of 
|members of the proposed commission be 
placed at $12,000 instead of $10,000 as 
now provided, was made by the witness. 
The higher salary, he declared, is paid to 
members of the Interstate Commerce 
Commission, the Shipping Board, and the | 
Farm Board. 

“For the type of man capable of dis- 
charging the duties entailed, the problem | 


. 


| 
| 


him, but of reducing the amount of finan- 
cial sacrifice involved in giving up a com- 
mercial position to accept a public call.” 

The witness said he was opposed to the 
elimination of section 17 of the radio 
act, because it “serves as an effective 
barrier to the consummation of the 





tion of America and the International | 
Telephone & Telegraph.” Such a pur-| 
chase, he declared, would be “harmful | 
to the public interest on a number of | 
grounds.” 

To understand the facts surrounding | 
the proposal to repeal section 17, so as | 
to make legal the proposed merger, Mr. 
Stone said it was advisable to relate the | 
events which led up to the negotiations | 
in Paris, at which the deal was consum- 
mated. In March, 1928, he recounted, 
the International Telephone & Telegraph 
acquired, through exchange of stock, con- 
trol of the Mackay system, which com- | 
prised Postal Telegraph & Cable Corp., | 
Cable -.Co., Commercial 
Pacific Cable Co., Mackay Radio and 
Telegraph Co., and a number of small | 
companies. | 

“In 1927,” he said, “the Mackay system | 
embarked on a policy of breaking the | 
Radio Corporation of America monopoly | 
of international radio communication. 


Opposition to Mackay System 


Ended With Taking Over 


Thus, he added, less than three years 
ago the Mackay system, now an impor- 
tant part of the I. T. & T., was “arguing 
for competition in radio communication | 
for the public benefit.” 

“These arguments were sincerely made. | 
|Clarence Mackay, who took an active| 
part in the negotiations in question, was 
firm in his intent to break the RCA 
monopoly in radio communication.” 

But, he added, since the purchase of 
the Mackay system by the I. T. & T., the 
tendency has been “to reduce rather than 
to enhance radio competition.” 

Following this acquisition, I. T. & T. 
counsel undertook examination of RCA’s 
| exclusive traffic agreements with foreign | 
| governments to ascertain if it could avail 
itself of the provisions of law which 
might have a bearing on such landing 
| concessions. 

“No action toward breaking open these 





|he added. 

“Mr. Young has testified,” continued 
the witness, “that he fixed the price of 
the Radio Corporation of America’s com- 
munication properties and that he could 
not permit the price to be dictated by 
others. I do not think such a position, 
when applied to private property can 
be attacked, 

“But when he adds that the invest- 
ment value of a public utility property, 


| 


its reproductive value, should determine 
the rate base for such property, then 
|the price he fixes is of definite concern 





| to the public and, at this juncture, to 
|this Committee. This is true because 
|it is obvious that by selling and resell- 
|ing a given property from one company 
to another, each time at a substantial 
profit, both companies having the same 
financial sponsorship, an ultimate in- 
vestment value can be built up out of 
| all regard for the true reproductive cost. 
“And because the property is oper- 
|ated as a public utility or common car- 
rier theoretically, although not now ac- 
| tually, subject to rate regulation, the 
{common financial interests in both the 
buyer and seller companies benefit since 
the very profit received 


tions on the part of the buyer.” 


Proposed Sale Price 


Called ‘Watered Valuation’ 


Mr. Stone reviewed the events leading 
up to the proposed sale. He said that if 
the repeal of section 17 is authorized, 
and a regulatory body undertakes to 
question, for rate fixing purposes, the 
“exorbitant price paid for these proper- 
ties, it may be predicted that a forceful 
attempt will be made to support the 
proposition that the price and all other 
conditions of the merger were submitted 
to this committee of the Senate before 
it took the action necessary to make legal 
| this proposed merger.” 

He declared the proposed sale price of 
RCA was “watered valuation,” sirce the 
top physical value of the properties was 
$15,000,000, and the sale price agree- 
ment about $100,000,000 at current mar- 
ket valuations of the stock involved. 

The argument that radio is a supple- 
ment to the cables and not a competitor, 
|and therefore should be merged with the 
|eables “is fallacious,” said the witness, 
| Summarizing, Mr. Stone said, “I favor 
jthe immediate establishment of a com- 





For | started to buy up the bus lines. | 


{contracts is known to have been taken,” | 


jor the purchase price thereof, and not | 


t by the seller | 
ority except as is expressly reserved by | acts as a barrier to future rate reduc- | 


_Avurmortzep Statements Onty Are Presents Herein, Berna 
See Wrrnovut Comment sy Tae Uniten States DatLy 


Rate Schedules 


|Plan of Bus Control Pittsburgh & West Virginia Railway 
Asks Right to Issue $6,000,000 Bonds 


Opponents of Bill to Regu- 
late Road Traffic Appear 
At Opening Hearing Be- 
fore House Committee 


[Continued from Page 1.] 
of State regulation of buses.. Mr. Baker 
said he did. 

“Returning to the question of competi- 
tion, Mr. Baker, questioned by Repre- 
sentative Johnson (Rep.), of Terre 
Haute, Ind., asserted the Massachusetts 
jlaw had stifled competition. He said, 
howeve., that he did not consider that 
law a failure, but thought it could be 
interpreted mor- liberally. 

On questioning by Representative 
Merritt (Rep.), of Stamford, Conn., Mr. 
Baker said the bill “might be right” if 
it were modified. He plans to submit 
his suggestions for modification to the 
Committee. 

George H. Pride, of the Board of Trade 
of New York, said: “We are unalterably 
| opposed” to the bill. 


legislative interference in private busi- | 
ness, he said, and submission of the bill | 
in its present form is an “unparalleled 
effrontery.” | 

Ownershi of bus lines by railroads 
is growing, he pointed out, and few of 
these lines were started by the railroads, | 
but “recognizing the inevitable” they | 





“It is singular that the same argu- | 
ments the railroads are using now 
against the buses were used in the ‘40’s’ | 
and ‘50’s’ by canal operators against the | 
new fangled railroads,” he said. | 

He likened the Interstate Commerce | 
Commission to a “reform.school insti- 
tuted to discipline railroads that misbe- 
haved.” There already are ample regu- 
latory agencies to handle bus lines, He 
claimed. 

The growing control of business by | 
governmental agencies has grown to a 
point where it should be reduced, he tes- 
tified. 

Mr. Pride said it was a good idea to} 
send malefactors to jail, but there was 
no use developing agencies which would 
#‘prosecute youngsters” before they vio- 
lated the law. 

Answering questions by Mr. Johnson, | 
Mr. Pride said he was opposed to the bill 
in principle. He believed it was neces- | 
sary, however, that compulsory insurance 
be placed on buses, but that State au- 
thorities could do this. 

Regulation of some public utilities is | 
desirable, he said, citing telephone com- 
panies as an example. 

His organization “grossly. resented” 
regulation of bus lines. and the resultant 
“stifling of this infant industry,” he de- 
clared. 

Operation of bus lines by railroads is 
“viewed with fear” by his organization, 
he said. It might result in “negative re- 
actions” as far as bus lines are concerned, 
he asserted. Buses constitute a “pecu- 
liarly personal” business which, if per- 
mitted to grow too large, would lose that 
personal touch, he added. 

He did not believe these competitive 
types of business. should be under one 
control. 


Representative Lea (Dem.), of Santa 
Rosa, Calif., asked the witness if he 
could draw a distinction between buses 
which compete with railroads and these 
which do not. Mr. Pride said it would 
be difficult to draw such a line. 

Representative Wolverton (Rep.), of 
Camden, N. J., asked if railroads were 
members of the New York Board of 
Trade. Mr. Pride said some railroads 
belonged. Mr. Wolverton asked if repre- | 
sentatives of the railroads attended the 


The basis of the board’s objection is | | 


which show a consumption of 188,800 


|used, it was stated. 


|than during the first nine months, it| 


rduring 1928 and 1929, it was stated. 


Extension in 


The Pittsburgh & West Virginia Rail- 
way applied to the Interstate Commerce 
Commission on Jan, 8-in Finance Docket 
No. 7106 for authority to issue $6,000,- 
000 of first mortgage 5 per cent gold 
bonds. The railroad’s proposal was in 
the form of a second supplemental ap- 
plication. 

The application explained that in order 
to proceed with the construction of the 
| next 17.7 miles of the railroad’s Con- 
nellsville, Pa., extension, it is necessary 
at this time to enter into contracts cov- 
ering the construction of large quan- 
tities of masonry and grading, one tun- 
nel, one large bridge over the Youghio- 
| gheny River, and several smaller struc- 
| tures. 

This will require, it was said, that the 
road obtain an additional $6,000,000 to 


Rubber Consumption 
Increased for Year 


United States Found to Ab- 
sorb About 60 Per Cent of 
World Production 


[Continued from Page 1.] 
also imported from the Netherland East | 
Indies which produced more than a 
fourth of the world production, its esti- 
mated output being set at 260,000 tons, 
it was ceclared. 

The estimated United States consump- | 
tion of crude rubber in 1929 was 475,- 
000 long tons, which was approximately 
9 per cent higher than the former peak 
year of 1928, according to the rupber 
division. | 
Based on the nine months’ statistics of 
the Rubber Manufacturers Association, 


tons of reclaimed rubber, or a ratio of 
49.5 per cent of reclaimed rubber to 
crude rubber for the first three quarters | 
of the year, the 1929 reclaimed rubber 
consumption should be. well above the 
figure of 1928 when 223,000 tons were 
Since the ratio of reclaimed rubber 
consumed is greater when tire produc- | 


pay the cost of such further construction 
and to refund $2,000,000 of short term 
notes recently issued. 

The bonds proposed to be issued are to 
be dated Feb. 1, 1930, and will mature 
in 30 years from that date. 

While the Pittsburgh & West Virginia 
has not received any definite offers to 
purchase the bonds, it iuas received in- 
formal assurances that when such bonds 
are authorized by the Commission they 
can \be sold by the road at a net cost 
to the carrier not to exceed par plus 
accrued interest, on the basis of 5 per 
cent annual rate of interest, the appli- 
cation stated. 

The Connellsville extension, now in 
process of construction, extends from 
=e Mill to Connellsville, Pa., 38 
miles. 


Navy Department to Loan 
Training Ship to California | 


The S. S. “Henry County,” owned by | 
United States Shipping Board, will be} 
transferred to the Department of the) 
Navy, and loaned to the State of Cali- 
fornia to be used a a training ship, ac- 
cording to an announcement Jan. 8, by 
the Shipping Board. The announcement 
follows in full text: 

The Board has authorized transfer to 
the Navy Department of the S. S. “Henry 
County” to be loaned to the State of Cali- 
fornia as a training ship for that State’s | 
nautical training school recently estab- | 
lished. The vessel is a_ steel cargo 
steamer of 4,155 dwt., equipped with re- 
ciprocating engines and Scotch oil burn- 
ing boilers. She will be turned over to 
the Navy in operating condition at Nor- 
folk where she has been in lay-up since 
February, 1921. 


Lower Interest Rate 
On Ship Loans Sought 
Reduction in Charge Proposed 
In House by Mr. Free 


Interest on loans by the Federal Gov- 
ernment to owners of ships used in or in- 





tion declines it is probable that the} 
proportion of reclaimed rubber used was | 
greater in the last quarter of the year} 


was stated. 
that the ratio will be nearly 51 per cent, | 
which obtained for 1928, the division} 
stated, 
Approximately 85 per cent of crude| 
rubber is used in the manufacture of | 
tires and tubes, the remaining 15 per| 
cent being absorbed in rubber footwear, 
belting, hose, insulation materials, and 
other hard rubber goods. 

It is believed that the consumption of 
reclaimed rubber is divided approximately 
one-third in tires and two-thirds in other 
rubber products, it was stated. 

The rubber industry is using more 
reclaim of all grades than ever before 
and it is likely that the increased con- 
sumption will continue, for reclaimed 
rubber has become recognized as an es- 
tablished compounding ingredient adapt- 
able for varied products, according to 
the statement. 

Regularity of supply, grade and price 
were given as factors in its favor which 
have largely accounted for its increased 
consumption, a trend which was unin- 
fluenced by the low crude rubber prices 





meeting of the board which authorized | 
him to appear in opposition to the bill. 

The witness said he did not know, but 
that if they had not shown an interest | 
in the board’s action in the question 
the reason for their absence might be | 
that they “felt they had ‘things: well | 
lined up.” | 

“Do you mean lined up in the board | 
|of trade?” Mr. Wolverton asked, | 
| “No, I mean in Washington,” Mr. 
Pride said. 


—_—_————_—_—eee ie 
| munications commission along the gen- | 
}eral lines and with the general powers 
outlined in the pending bill. 
| “JT am in favor of making the proposed | 
‘salary of commissioner commensurate 
| with that paid other Government officials | 
of similar responsibility. 
“I am strongly opposed to the repeal | 
of section 17 of the present radio act 
|and to the deletion of section 15. of the 
| pending bill so as to permit the control 
|of international radio communication by 
cable interests. 





|eries may yet be made for the public 
| benefit. The driving force of competition 
|is the surest incentive to ‘research and 
| development. 
| “We must not let the older systems 
| monopolize this new development, still 
|in its infancy, lest its 
| stunted.” A 
| Senator Pittman (Dem.), Nevada, in 
|the course of his examination of Mr. 
| Stone, said he proposed to offer an 
amendment to the Couzens bill, whereby 
the valuations of properties of communi- 
cations utilities proposing to fuse, would 
be fixed in advance by agreement among 
the companies. A similar amendment, he 
| said, would be offered to the Fess bill (S. 
| 668) proposing railroad consolidations. 
The Committee recessed until Jan. 9, 
when Commissioner Joseph B. Eastman, 
of the Interstate Commerce Commission, 
will be heard. 


| 


‘Florida Shippers Attack 
Texas Fruit Quarantine 


State of Texas: 
Austin, Jan. 8. 

The Texas citrus fruit quarantine 
against the importation of Florida fruit 
to the Rio Grande Valley Citrus Belt was 
attacked by the Glen St. Mary Nurseries 
of Florida in injunctidn proceedings be- 
fore Federal Judge Duval West, Jan. 7. 

The suit attacks seven quarantine proc- 
lamatiens issued by the Texas commis- 
sioner of agriculture, George B. Terrell, 
under the emergency quarantine law, an 
asserts that the Federal Government has 
authorized the shipments. 

The Florida shippers claim that the 
Texas commissioner is interfering with 
interstate commerce, and the petition 
filed in the United States district court 
asks that Judge West and two other Fed- 
eral judges issue an injunction restrain- 
ing enforcement of the quarantine, 





| Hoover, Washington, D. C.: 


“No one can say what further discov- | 


Railway Said to Aid 
International Unity 


El Salvador Thanks President | 
For Congratulations 


‘ 

The recent inauguration of a railway 
line between El Salvador and Guatemala 
“will contribute effectively to the grow- 
ing progress and well-being of Central 
America,” the president of El Salvador, 
P. Romero Bosque, stated in a letter re- 


ceived by President Hoover on Jan. 8./|d 


The message, as made public by the De- 
cartonent of State, dated San Salvador, 

ec. 28, 1929, follows in full text: 

His Excellency President Herbert 
I have had 
the honor of receiving Your Excellency’s 
cordial telegram in which you deign to 
congratulate me on the occasion of the 
inauguration of the railway line between 


It is unlikely, therefore, | | 





the two sister republics, El] Salvador and 


Rate Decisions | 


|L. Speiden, agent: Supplements No. 86 


tended for foreign trade would be re- | 
duced while those ships are under con- 
struction or laid up for repairs, in a| 
bill (H. R. 7998) introduced by Repre-| 
oere Free (Rep.), of San Jose, 
alif. 

The present merchant marine act pro- 
vides a rate of interest of 5% per cent 
on loans made to owners of ships used 
in the intercoastal trade and the “rate 
of yield,” which varies from 3% per 
cent to 3% per cent, on loans for con- 
struction of ships to be used in the for- 
eign trade. 

However, under a ruling of the United 
States Shipping Board, r. Free said, 
the interest rate on loans for construct- 
ing ships for the foreign trade jumps to 
5% per cent when those ships are in- 
active for any reason. This, he said, is 
a sort of penalty for inactivity and is 
intended as a spur to keep the vessels 
actively in foreign trade. 

The Shipping Board also considers 
ships under construction as inactive, Mr. 
Free said, which means that shipowners 
must pay the higher rate of interest 
while their vessels are being built. The 
same thing applies to ships laid up for 
repairs, ‘he said. 

Under the Free bill shipowners whose 
vessels in the foreign trade are laid up 
for repairs or which are under con- 
struction and intended for the foreign 
trade would be relieved of paying the 


Schedules of Rates’ 


| 


On Many Commodities 
Suspended by I. C. C. 


Suspension Delays Applica- 
tion of Reduced Carload 
Ratings in Florida; Other 
Tariffs Affected 


_ Orders in Investigation and Suspen- 
sion Dockets suspending the effective 
dates of various rate schedules were 
made public by the Interstate Commerce 
Commission Jan. 8. The orders are sum- 
marized as follows: 

. Order entered in Investigation and 
Suspension Docket No. 3402, suspending 
from Jan. 8, 1930, . ntil Aug. 8, 1930, the 
operation of certain schedules. as pub- 
lished in the following tariffs: W. P. 
Emerson, agent: Supplement No. wv 
I. C, C. No. 147; B. T, Jones, agent: Sup- 
plement No. 13 to I. C. C. 2198; F. L. 
Speiden, agent: Supplement No. 86 to 
I. C. C. No, 1187; and numerous other 
tariffs published by agents and _indi- 
vidual lines. 

The suspended schedules propose, gen- 
erally, the cancellation of commodity 
rates on dried beans and peas, carloads, 
andthe application, in lieu thereof the 
sixth class rates from, to, and between 
points in Southern territory, which would 
result in increases, 


Many Items Affected 


Docket No. 3408, suspending from Jan. a 
8, 1930, until Aug. 8, 1930, the operation 
of certain schedules as published in Sup- 
plement No. 32 to Agent E. H. Dulaney’s 
Exceptions to the Southern Classifica- 
tion, I. C. C. No. 25. The suspended 
schedules would prevent the application 
of reduced carload ratings on sulphate 
of alumina, ground iron ore, mortar color, 
ochre, cast iron radiators, and lead and 
zine products to, from and between points 
in Florida south of the line of the Sea- 
board Air Line Railway from Jackson- 
ville, Fla., to River. Junction, Fla., and 
east of the Apalachicola River. 

Docket No. 3407, suspending from Jan. 
8, 1930, until Aug. 8, 1930, the opera- 
tion of certain schedules as published 
in the\ following tariffs: E. H. Dulaney, 
agent, Supplement No. 32 to I. C. CG. 
No. 25; F. L. Speiden, agent, Supple- 
ment No 86 to I. C..C. No. 1187; and 
numerous other tariffs published by 
agents and individual lines. The sus- 
pended schedules propose, generally, the 
revision of rates on bagging and cotton 
baling ties, in carload and less carload 
quantities from, to, and between points 
in southern and southwestern territories 
which would result in both increases 
and reductions. 

Rates Canceled 


Docket No. 3406, suspending from Jan. 
8, 1930, until Aug. 8, 1930, the opera- 
tion of certain schedules as published 
in the fcllowing tariffs; E. H. Dulaney, 
agent. Supplement No. 32 to I. C. C. 
No. 25: F. L. Speiden, agent, Supple- 
ment No. 86 to I. C, C. No. 1187; J. H. 
Glenn, agent, Supplement No. 69 to I. 
Cc. C. No. A-657; and numerous other 
tariffs blished by agents. .and- indi- 
vidual lines. The suspended schedules 
propose, generally, the cancellation of 
commoaity rates on carbide of lime 
(calcium), carloads, and the application. 
in lieu thereof the sixth class rates from, 
to,*and between points in southern ter- 
ritory, which would result in both in- 
creascs and reductions. 

Docket No. 3405, suspending from Jan. 
8, 1930, until Aug. 8, 1930, the operation 
of certain schedules as published in the 
following tariffs. J. H. Glenn, agent: 
Supplements No. 75 to I. C. C. No. A-535; 
No. 87 to I. C. C. No, A-545; No. 69 to I. 
C. C. No. A-657; and numerous other 
tariffs published by agents and individual 
lines. “he suspended schedules propose, 
generally, the cancellation of commodity 





additional interest while their ships are 
unable to produce revenue. 

Mr. Free said the Committee on Mer- 
chant Marine and Fisheries had intended 
to make this clear when the bill previ- 
ously was passed by the House. 


Guatemala, and to express the pleasure 
felt in the United States because of this 
important event. 

tender to Your Excellency the most 
sincere thanks for your message of 
friendship on so important an occasion 
and I also have the satisfaction of ex- 
pressing to you the joy of the Salva- 
orean people and government at this 
important event which will contribute 
effectively to the growing progress and 
well-being of Central America, as Your 
Excellency well states, and which,—by 
uniting the peoples of this hemisphere, 
will confirm the sentiment of a better 
understanding in international relations, 
and will lay more firmly the foundation 
of mutual respect and affection among all 
its peoples, 





| Announced by the | 


growth be 


The Interstate Comn.erce Commission 
made public on Jan. 8 decisions in rate 
cazce ~\ hic’ are summarized as follows: 
No. 20596.—Charles Dreifus Company et al. 

v. Pennsylvania Railroad. Decided Dec. 

21, 1929. 

Rates on iron or steel scrap, in carloads, 
between Carnegie, Pa., and Steubenville, 
Ohio, and Weirton, W. Va., found not un- 
reasonable. 

Rates charged on iron or steel scrap, in 
carloads, from Weirton to Carnegie on and 
after Jan. 15, 1927, and from Steubenville 
to Carnegie on and after Sept. 1, 1927, found 
inapplicable. Applicable rates determined 
and reparation awarded. 

No. 22092.—West Penn Lumber Company v. 
Louisville & Nashville Railroad et al. De- 
cided Dee. 21, 1929, 

Collection of reconsignment charge on 
one carload of dressed yellow pine lumber 
from Evergreen, Ala., originally billed to 
Struthers, Pa., and from there reconsigned 
to Struthers, Qhio, in addition to the rates 
to and from Struthers, Pa.! found unreason- 
able. Other charges collected found ap- 
plicable and not unreasonable. Reparation 
awarded. 

No. 21762 and related cases.—Selden Truck 
Corporation et al. v. Cleveland, Cincinnati, 
Chicago & St. Louis Railway et al. De- 
cided Dee, 21, 1929, 

Rates on automobile trucks and chassis, 
in carloads, from Rochester, N. Y., and 
Evansville, Ind,, to Tulsa, Okla., found not 
unreasonable. Complaints dismissed. - 
No, 20218.—G. & W. Refrigerator Company 

v. Bush Terminal Company et al. De- 

cided Dec. 21, 1929. 

Rates on door and window frames, knocked 
down, with or without pulleys, in carloads, 
| from Cloquet, Minp., to destinations in New 
York, New Jersey, Ohio, and Connecticut 
found not‘unreasonable but unduly preju- 
dicial. Complainant not shown to have 
been damaged by the undue prejudice found 





Interstate Commerce Commission 


herein. Undue prejudice ordered removed. 

No. 21189.—Missisquoi Pulp & Paper Com- 
pany v. Central Vermont Railway et al. 
Decided Dec. 26, 1929. : 
Rate on wood-pulp board and binders’ 

board, in carloads, from Sheldon Springs, 

Vt., to Washington, D. C., found unreason- 

able. Reasonable rate prescribed and rep- 

aration awarded. 

No. 18955.—North American Creamery Com- 
pany v. American Railway Express Com- 
pany et al. Decided Dec. 21, 1929. R 
On further hearing, routes over which 

the rates prescribed on interline shipments 
of cream, in cans, in baggage cars or in 
baggage and express service from desig- 
nated points in North Dakota and Minnesota 
to Paynesville, Minn., in the former report 
herein, 136 J, C. C. 359, determined. ep- 
aration awarded. 

No. 21159 (Sub. No. 1).—Prendergast Lum- 
ber Company v. Union Pacific Railroad. 
Decided Dee, 21, 1929. 

Demurrage charges collected on four car- 
loads of lumber held for disposition order at 
Topeka, Kans., found applicable. Complaint 
dismissed. , 

No. 18312.—Tulsa Traffic Association et al. 
v. Atchison, Topeka & Santa Fe Railway 
et al. Decided Dec. 26, 1929. , 
Rates on wire rope, in carloads, from Wil- 

liamsport, Pa, te Tulsa and certain other 

destinations in Oklahoma found not unrea- 
sonable. Complaint dismissed. 

No. 16628.—Manassa Timber Company Vv. 
New York Central Railroad et al. De- 
cided Dee, 9, 1929. 

Demurrage and freight charges collected 
at Detroit, Mich, on a ecarload of lumber 
from Eros, La, reconsigned in transit at 
East St. Louis, Ill, found inapplicable. Rep- 
aration awarded, 

No. 20982.—Perrine-Armstrong Company Vv, 
New York, Chic.go & St. Louis Railroad 


rates on paper, pulpboard and wood- 
pulp dishes, plates and. trays. carloads, 
and the application, in lieu theredf the 
fifth class rates from, to, and between 
points in southern territory, which would 
resuit in increases. 

Increases Proposed 

Docket No. 3404, suspending from Jan. 
8, 1930, until Aug. 8, 1930, the oper- 
ation of certain schedules as published 
in the following tariffs: E. H. Dulaney, 
agent: Supplement No. 32 to I. C. C. No. 
25; F. L. Sneiden, agent: supplement 
No. 86 to I. C. C. No. 1187; B. T. Jones, 
agent: supplement Nos. 57, 59 and 62 to 
I. C. C. No. 1895; and numerous other ‘ 
tariffs published by agents and _ indi- 
vidual lines. The suspended schedules 
propose, generally, the cancellation of 
commodity rates on emoty beverage con- 
tainers and the application, in lieu 
thereof the eighth class rates from, to, 
and between points in southern territory, 
which would result in increases. 

Docket No. 3403, suspending from Jan. 
8, 1930, until Aug. 8, 1930, the operation 
of certain schedules as published in the 
following tariffs: E. H. Dulaney, agent: 
Supplement No, 32 to I. C. C. No, 25; F. 


to I. C. C. No, 1187; No. 1 to I. C. C. No. 
1309; Ne. 4 to I. C, C. No. 1314; No. 1 to 
I. C. C. No. 1846; and numerous other 
tariffs published by ‘agents and individ- 
ual lines. 

The suspended schedules propose, gen- 
erally, the cancellation of commodity 
rates on silicate of soda, carloads, and 
the application, in lieu thereof the ninth 
class rates from, to, and between points 
in southern territory, which would re- 
suit in both increases and reductions. 


a 


Ind., to Kane, Pa., the tonnage of eS 
originated at Norman, Ark., and Hartfor 
City, Ind., found not unreasonable or in 
violation of section 4. Complaint dismissed. 
No, 20412.—Fulton Bag & Cotton Mills v. 

Southern Railway et al. Decided Dec. 

18, 1929. 

Rates on used burlap or gunny bags, in 
carloads, from Ohio River crossings and cer- 
tain points north thereof to Atlanta, Ga., 
found to have been ufreasonable. Rep- 
aration awarded. , 
No. 15382 and related cases.—Tidal Refining 

Company et al. v. Atchison, Topeka & 

Santa Fe Railway et al. Decided Dec. 

3, 1929. 

Rates on natural gaseline, »” tank-<r* 
|loads, from named points in Kansas, Oxta- 





et al. Decided Dec. 26, 1929. 
Rate charged on one carload of lumber 
transited at and shipped from Fort Wayne, 


homa, and. Texas, to named points in official 
and southern territories found unreasonable 
in certain instances and not unreasonable 
in certain other instances. Reasonable rates 
prescribed for the future and reparation 
awarded. 

Findings in original report in No, 15255 
and No. 15255 (Sub. No. 1), 128 I. C. C. 707, 
modified as to the rate found reasonable to 
Brunswick, Ga., and affirmed in all other 
resvects. 

No. 18478.—Strouds Creek & Muddlety Rail- 
road vy. Baltimore & Ohio Railroad et al, 
Decided Dec, 2, 1929. 

Divisions accorded Strouds Creek & Mud. , 
diety Railroad out of joint rates on coal 
found unjust, unreasonable, and inequitable, 
Just, reasonable, and equitable divisions 
prescribed, 
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Counsel for Association of Companies Says Material Was 
Not Propaganda but Statements of Facts 


[Continued from Page 1.] 


than can the school teachers themselves. 
Their opinion certainly is the best we can 
obtain. 

_ “It is charged almost directly that we 
circulated propaganda. That- is the in- 
ference in all of the proceedings, even 
though it may never have been formally 
charged in the resolution of the Senate 
under which you are proceeding. I pro- 
pose to show that it was not propaganda, 
and I can see no better proof of that thar 
the statements of the teachers theni- 
selves.” 


There was another point-on which the | 


Commissioner and the counsel were un- 
able to agree, concerning the value of 
th@etters. Mr. Weadock had some let- 
ters of comparatively recent date, he 
said, and he neeent they presented 
facts, inasmuch as they represented ma- 
ture conclusions of teachers after study 
of the material, but the Commissioner 
rejected them because, he said, if the 
Commission wanted such evidence it 
would send out its own questionnaire, 

Mr. Weadock admitted to the Commis- 
sion that there had been “transgres- 
sions” and ill-conceived actions on the 
part of some of the utility executives, 
but he asserted that he could see no 
reason why the “industry as a whole 

P should be condemned for the failure of 
a few.” 

Through the entire proceeding during 
which he will present the reply of the 
utilities, Mr. Weadock said, he is pre- 
pared to stress the importance of the 
educational features of the literathre 
and to prove conclusively the absence 
of pro 
bare the full details of development of 
the publicity program. Thus, he said, 
there was no better place to begin than 
in offering excerpts from the speech of 
Mr. Wilson suggesting publicity, These 
excerpts follow in full text: 

“The era of private business in the 
sense of business conducted with the 
money of the partners—I mean of the 
managing partners—is practically 
passed, not only in this country, but 
almost everywhere. Therefore, almost 
all business has this direct responsibility 
to the public in general: We owe a 
coustant report to the public, whose 
money we are constantly asking for in 
order to conduct the business itself. 

“Therefore, we have got to trade not 
only on our efficiency, not only on the 
service that we render, but on the con- 
fidence that we cultivate. There is, a 
new atmosphere for business. The oxy- 

Mon that the lungs of modern business 
takes in is the oxygen of the public con- 
fidence and if you have not got that, 
your business is essentially paralyzed 
and asphyxiated. * * * 

“T think it is a serviceable figure. It 
means this: That you are not going to 
be barred from the contest because you 
are big and strong, and you are not 
going to bé penalized because you are 
big and strong, but you are going to be 
made to’ observe the’ tules “oF the track 
and not get in anybody’s way except as 
you can keep ahead of him by having 
more vigor and skill than he has. When 
we get that understanding, that we are 
all sports and that we are not going to 
ask for, not only, but’ we are going to 
condescend to take, advantage of any- 
thing that does not belong to us, then 
the atmosphere will clear so that it will 
seem as if the sun had never shone as it 
dq@es that day. It is the spirit of true 
sportsmanship that ought to get into 
everything, and men who, when they get 
beaten that way, squeal, do not ‘de- 
serve pity. . 

“First of all is the rule of publicity; 
not doing anything under cover; letting 
the public know what you are doing and 
judge of it according as it is, There are 
a great many businesses in this country 
that have fallen under suspicion because 
they were so secretive when there was 
nothing to secrete that was dishonorable 
The minute I keep everything in my 
pocket and will_-not show anybody what 
is there they conjecture what may be in 
my pocket; whereas, if I turn my packets 
inside out the conjecture is at any rate 

~. dissipated. 

“There is no use inviting suspicion by 
sccretiveness. If a business is being 
honorably done and successfully done you 
ought to be pleased to turn it’ inside out 

#@ and let the people whom you are inviting 
to invest in it see exactly how it is done 
and with what results. Publicity, which 
is required in sport, is required in busi- 
ness. Let’s see how you are running the 
game!” 


Mr. Weadock Presents 
Review of Situation 


Mr. Weadock outlined i 
the evidence which he said would be pre- 
sented in the course of the respondent’s 
attempt “to clarify and complete the rec- 
ord of the Commission’s hearings.” He 
informed the Commission he had no de- 
sire to initiate any argument. He wanted 
only to present the facts. 

“My purpose is to present an overall 
picture of the situation with which we 
are confronted,” said Mr. Weadock, “in 
order to arrive at"a common ground of 
facts which any court would consider.” 

He stated that the record of the pro- 
ceedings to date, “though voluminous, 
is incomplete and portions are so frag- 
mentary as to be misrepresentative.” 

He added that in the course of his 
presentation he will attempt to show: 

#i That the publicity activities of the 
utilities originated in response to a Gov- 
ernment request made during the war 
urging the utilities to secure public sup- 
port for a necessary national industry, 
saporent both in peace and in war. 

. That after the war, various chan- 
nels of information, including State in- 
formation bureaus, were utilized by the 
utilities, to assist in securing public 
renee, of ne necessity for ex- 
pansion and development to 
with the Nation’s growth. ~ moe aes 

8. That in line with this effort au en- 
deavor was made to inform the public 
through newspapers, magazines and other 
publications. 


Advertising Required 
To Develop Industry 


4. That utility activities in connection 


n a general way 


with schools and colleges were with the | es 


sanction of the educational authorities, 

5. That with trifling exceptions utilit 
pamphlets. made available to the schools 
were noncontroversial and were wholly 
yoann and technical in their nature. 

6. That it has long been customary 
for the schools to secure such informa- 
tion from all classes of industry, 

7. That advertising by the utilities 


ganda; also, he intends to lay” 


was necessary either to ae new 
financing, to sell electrical appliances, 
or to promote the wider use of elec- 
tricity. 

8. That compared with other indus- 
tries the per cent of gross revenues used 
for advertising by the utilities has been 
small. 

9. That the utilities. have never en- 
deavored, nor do they believe it possible, 
to influence the attitude of newspapers 
by means of advertising. 

10. That while a few individual em- 
ployes out of a quarter million in the 
industry throughout the United States 
have made mistakes in trying to tell 
the utility story, no evidence has been 
offered to show that these errors in 
judgment or zeal were ever approved 
or countenanced by the industry as a 
whole. 


try was forced to extend its efforts in 
| order to contend with an organized and 
comprehensive campaign of hostile prop- 
aganda on the part of individuals and 
organizations opposed to utility devel- 
opment by private enterprises. - 

As Mr. Weadock began offering letters 
and documentary evidence, he made ref- 
erence to the activities of the capital is- 
sues committee of the Department of the 
Treasury during the World War. His at- 
tention was called by Commissioner Mc- 





Culloch to the fact that this hearing had | 
to do “with alleged propaganda activities, | 


and not with finances” of the utility or- 
ganizations. The utility counsel insisted 
that he did not intend the evidence to do 


|more than reflect the problems of the} 


companies. There was_no objection from 
the Commission counsel and all the data 
were included in the record. 


Letter of Former Secretary 
Of Treasury Is Offered 


Among these documents was a copy of 
a letter by the then Secretary of the 
Treasury, William G. McAdoo, to Presi- 
dent Wilson, in which Mr. Wilson was 
advised that the local utilities were hard 
pressed by war conditions and that un- 
less means could be found to accord them 
additional return they would be unable 
to aid the Federal Government to any 
extent in prosecution of the war. Mr. 
Wilson’s reply was that he appreciated 
the circumstances and advised his Secre- 
|tary of the Treasury to let him know 
whenever remedial action was necessary 
or desirable. There was also an excerpt 
from the annual report for the fiscal 
year 1917 of the then Comptroller of the 
Currency, John Skelton Williams, set- 
ting forth the conditions he believed to 
exist among the utilities in the war 
crisis. 

These records, Mr. Weadock said, were 
ealled to the attention of the Commis- 
sion ‘to show how the conditions in the 
public’ service corporation business had 
been altered by a combination of circum- 
stances over which the utilities had no 
control. 


Turning then to conditions since the 
World War, Mr. Weadock said there had 
been mistakes made by the public util- 
ities in attempting to present their needs 
and their views to the people. He at- 
tributed some of these to “overenthusi- 
asm” of some of the utility executives, 
and added: 


“But it is our belief that the industry 
as a whole should not be condemned for 
the thoughtlessness of the few.” 

Mr. Weadock declared, concerning the 
| School pamphlet distribution, that efforts 
were made to supply information that 
woul. enhance the general knowledge of 
the siuaents. He presented a chart out- 
lining tie content of the pamphlets used 
in the several States, and repeated an 
earlier assertion that where there had 
| been transgressions, they had been due 
to “zesi or enthusiasm” of those con- 
cernea who were seeking to “carry a 
story to the people.” Mr. Weadock ex- 
plained that . knew of 28 organiza- 
tions engaged in the work of covering 
89 States. 


Report_of Committee 
On Propaganda Presented 


Mr. Weadock presented a report of 
the committee on propaganda in the 
schocis which was submitted to the At- 
lanta, Ga., convention of the National 
Education Association in July, 1929. The 
members of the committee were: Edwin 
C. Broome, chairman, superintendent of 
schools, Philadelphia, Pa.; Frank W. 
Ballou, superintendent of schools, Wash- 
ington, D. C.; Cornelia S. Adair, 2121 
Park Avenue, Richmond, Va.; Eva G. 
Pinkston, principal, Sam Houston School, 
Dallas, Tex.; J. Stevens Kadesch, head- 
masier, Medford High School, Medford, 
Mass.; C. E. Partch, dean, School of 
Education, Rutgers University, New 
Brunswick, N. J.; L. A. Pittenger, presi- 
dent, Ball Teachers Collége, Muncie, Ind.; 
A. T. Allen, State superintendent of pub- 
lie instruction, Raleigh, N. C.; David A. 
Ward. superintendent of schools, Wil- 
mington, Del.; Paul C. Stetson, superin- 
tendent of schools, Dayton, Ohio. 

The summary of the report as pre- 
sented by Mr. Weadock follows in full 
text: 


The report of the committee on propa- 
ganda of.the National Education Associa- 
tion, issued July, 1929, is a most complete 
study upon the receiving by schools of 
so-called ‘outside material. By that is 
meant material not included within. the 
curricula of the schools. The report in- 
dieates that “education and propaganda 
are basically antagonitic.” Page 6. 

The report: indicates that children 
should not be compelled to read adver- 
tisements nor contribute to the support 
of propaganda. Page 6, 

Again: the report says: “Nothing 
would more quickly destroy confidence in 
public education than to allow it to be- 
come an agency for purveying commer- 
cial products, or an instrument for the 
propagation of the social, economic or re- 
igious convictions of factional groups.” 
Page 7. 

The report on page 7 states: “The 
schools are much better in quality and 
pecially more practical and more con- 
ducive to thinking power,” and goes on 
to say that, “this result has been ob- 
tained by a ceaseless and tireless com- 
parison between work which goes on in 
sch and the needs of real life. Co- 
operative arrangements have been set up 
with industry, supplementary material 
has been introduced. The schools have 
been brought into close contact with prac- 





11. That although utility publicity was | 
started for economic reasons, the indus- |: 
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Telephone Lines 


| Consul in Prague Reports City Held 


On Telephone Extension 


During the third quarter of 1929, tele- 
hone communication was established 
tween Prague, Carlsbad and Marien- 
bad and the principal cities of Spain, as 
well as with Lisbon, Portugal, and be- 
tween Czechoslovakia and Finland, ac- 
cording to a report Jan. 8 from Consul 
General Arthur C. Frost, Prague, made 
public by the Departntent of Commerce. 
The existing telephone connections be- 
tween Czechoslovakia and the United 
| States were extended to include the east- 
|ern section of Slovakia and the province 
of Russinia, comprising the third zone 
of telephone communication in the re- 
public. 
(Issued 


| tical life as it exists in modern industrial 
and political institutions.” Page 7. 

The report indicates that the p - 
ganda movement threatens to block Wii 
phases of education because of the cease- 
less and sometimes unscrupulous efforts 
of agents to get their products, their es- 
say, their day or week, or their idea be- 
fore the teachers and into the classrooms 
and has caused some school executives to 
lose their ability to give a friendly eval- 
uation to new proposals. 

The report also says: “Means must be 
found for dealing with the whole gamut 
of intrusive activities, of selecting the 
good from the bad, and of increasing 
rather than decreasing the closeness of 
the contact of the present-day school with 
present-day life.” Pages 7 and 8 


Propaganda Is Said 
To Threaten Education 


The report also says: “For successful 
operation a democracy must have a citi- 
zenship which possesses the power to 
weigh opposing arguments, to suspend 
judgment until the facts are assembled, 
to decide fairly, and to act intelligently.” 
Page 8. 

And again: “Since the citizens of to- 
morrow are in the schools of today, it 
is a manifest duty which these schools 
owe society to prepare. children to deal 
discriminatingly with outside materials.” 
Page &. 

The committee conferred with groups 
of classroom teachers relative to outside 
materia! and say in regard to such con- 
ferences, on page 16: “These teachers 
were asked which of certain types of 
material they would be willing to accept 
for classroom use and under what con- 
ditions they would accept it. Teachers 
| generally report that they would be will- 

ing to accept material which cannot be 

secured from textbooks or other material 
purchased by the school department. 
They further would require that if there 
is advertising it be inconspicuous. Ma- 
terial is preferred which presents both 
sides of, or factual material on, con- 
troversiai public problems. Teachers ob- 
ject to material advertising local con- 
cerns, material in which advertising is 
conspicuous, and material which presents 
only one side of debatable issues.” 

Ani again on page 18, the committee 
report as follows: “The general impres- 
sion gained by the committee from these 
conferences with teachers is that they 
are aware of the existence, dangers and 
advantages of outside agencies in school 
work aud that, as a whole, the integrity 
of the public schools is safe in their 
hands.” 

The report alsq indicates that 45 per 
cent of the cities beport that their staff 
has given specific\ consideration to the 
question. Page 18. ; 

In some definite rules of policy have 
been adopted. In 29 per cent of all cities 
reporting this is true. Page 20. 

The answers to questionnaires sub- 
mitted by the committee ‘indicate that in 
the large cities the evaluation of outside 
material may be delegated to an as- 
sistant superintendent, to a supervisor 
or to a conference of district superin- 
tendents. In smaller communities it is 
delegated to the teachers or to the prin- 
cipals cabinet meeting or the public rela- 
tions committee of the school board. In 
many cf the smaller school systems the 
superintendent ‘is the final authority. 
Pages 21-22. 

A question as to the rules that the 
teachers have put into effect met with 
varying answers, from approval by the 
superintendent to the utter exclusion of 
all material. Particular advertising of a 
given group or organization is deemed 
undesirable by some while in smaller 
towns they have no objection to advertis- 
ing, but in both instances they are in- 
fluenced by the character of the organi- 
zation which presents the matter. 


‘More Harm Than Good 
Feared From Legislation 


In its recommendations, the committee 
finds that legislation on the matter, par- 
ticularly of a specific character, is likely 
to do more harm than good. P, 27. 

They recommend that State depart- 
ments of education study the purposes 
and methods of outside agencies and ren- 
der assistance to the schools relative to 
the matter. 

As to local boards of education the 
committee recommends that the local 
boards adopt rules and regulations hav- 
ing in mind the welfare of the children 
alone in determining the board’s policies 
which are to govern the admission or ex- 
clusion of outside materials. The com- 
mittee also cautions schoo] officials 
against the adoption of drastic and in- 
flexible rules which deprive the schools 
of desirable contacts with! outside mate- 
rials and agencies. 

And goes on to say: “If properly se- 
lected and evaluated materials furnished 
from the outside will help to keep the 
school in touch with real life. School 
subjects quickly become obsolete unless 
educational leaders are in constant touch 


by Department of Commerce.) 








with social conditions and able to inter- 
pret the everchanging needs of our dy- 
namic society. The school must inter- 
pret the needs of life, and therefore the 
school is not adverse to taking educa- 
tional material that is of vital impor- 
tance.” P. 29, 

The committee likewise recommends 


| that in the formation of policies to gov- 


ern the schools in relation to propaganda 
activities, the executives consider that 
the schools exist primarily for educating 
all children and not for the selling of 
commodities or services of particular con- 
cerns or for the circulation of propa- 
ganda in support of theory, courses of 
action, or convictions of groups or or- 
ganizations. The only basis upon which 
any concern or organization has a right 
to appeal for access to the school is that 
it is prepared to make some definite con- 
tribution to the accepted school program. 
* * * A particular poster, pamphlet * * * 
has little value for schools unless it can 
be used in the regular school program 
in a manner which will enrich that pro- 
gram and aid in the accomplishment of 


[Continued on Page 14, Column 2.] 


Electric Power 
N ot to Be Limited to Method 


Set Forth in Law for Financing Utility 


Failure to Use Fax Levy or Bond Issue No Basis for Setting 
Aside Contract of Purchase 


‘ State of Nebraska: Lincoln. 


A city may undertake to pay a portion 
of the purchase price of a municipal elec- 
tric plant out of prospective earnings, 
and may use cash on hand for an initial 
payment instead of making a tax levy 
or issuing bonds, according to an opinion 
of the Supreme Court of Nebraska. 

A statute stating that a city “may” 
defray the cost of a municipal lighting 

lant by means of a tax levy or a bon 
issue does not necessarily mean “shall” 
| or exclude other methods, the court held. | 

The city council of Sargent adopted | 
an ordinance providing for the purchase 
of additional equipment to enlarge an 
electric plant owned and operated by the 
city, including a contract which called 
for the payment of certain money in/the 
city treasury and payment of the balance | 
of the contract price from earnings of | 
the electric plant. The action was at- | 
tacked by a taxpayer, who asserted that | 
the only manner in which the city could | 
legally purchase or extend an electric | 
plant was to levy a tax or issue bonds. 





STANLEY W. CARR ET AL. 
v. 
CLARK H. FENSTERMACHER ET AL. 


Nebraska Supreme Court. 
No, 26706. 
Opinion of the Court 
Dec. 10, 1929 

Rose, J.—This is a suit in equity to 
decree the invalidity of an ordinance au- 
thorizing the City of Sargent to buy a 
Diesel engine and other equipment for 
the improvement of an electric light and 
power plant already in operation and to 
enjoin the municipal officers and the 
seller of the equipment from performing | 
a contract of purchase into which they 
entered. Plaintiffs are Stanley W. Carr 
and Edward Williams who plead that 
they are resident taxpayers and users 
of electricity furnished by means of the 
plant; that the city was without power 
to enact the ordinance or to enter into 
the contract of purchase; that the mu- 
nicipal officers did not follow the stat- 
utory methods of procedure and that the 
ordinance and contract of purchase are 
void. In the petition the ordinance, the 
contract, and other facts upon which 
plaintiffs rely for an injunction are 
pleaded at great length. Regularity of 
the municipal proceedings, validity of the 
contract of purchase and other grounds 
of defense are fully pleaded in the an- 
swer of defendants. Upon a trial of the 
issues the district court dismissed -the 
suit and plaintiffs appealed. 


Method of Financing 
Transaction Attacked 


The validity of the contract is vigor- 
ously Assailed on the ground that the 
only legal way to purchase the equip- 
ment was to raise the necessary funds,| 
by taxation or by means of a bond issue 
authorized .by a vote of the people, 
neither stép Beit been taken. Those 
methods are authorized by the city char- 
ter and it is argued that they are ex- 
clusive. Comp. St. 1922, secs. 4396-9. 
The city was operating an electric light 
and power plant at the time the Diesel 
engine was purchased. The new equip- 
ment was procured in the following man- 
ner: The council enacted and the mayor 
approved an ordinance declaring the old 
equipment to be inadequate, authorizing 
the purchase, directing notice for bids 
and providing for payment of the pur- 
chase price out of the net receipts from 
the operation of the plant and not out of 
any funds raised by taxation, notice to 
bidders so specifying. 

The ordinance provided further that 
the unpaid indebtedness incurred should 
be evidenced by conditional warrants 
payable out of the net receipts from the 
operation of the plant and that the war- 
rants should not be general obligations 
of the city nor payable by taxation. The 
notice to bidders described the Diesel 
engine and the other necessary equip- 
Nv 


Plan Outlined to Aid 











Individual Farmer 


Farm Board Cites Benefits 
Under Marketing Act 


[Continued from Page 9.] 
necessary contracts and agreements ef- 
fecting such purposes. 

Under the provisions of the act, how- 
ever, such associations shall be operated 
for the mutual benefit of their members 
and conform to one or both of the fol- 
lowing requirements: 

“(1) That no member of the associa- 
tion is allowed more than one vote be- 
cause of the amount of stock or member- 
ship capital he may own therein; or 

“(2) That the association do¢és not pay 
dividends on stock or membership capi- 
tal in excess of 8 per cent per annum,” 


Another requirement of the act is “that 
the association shall not deal in the prod- 
ucts of nonmembers to an amount greater 
in value than such as are handled by it 
for members.” 

In order effectively to carry out the 

| provisions of the act, the Board has al- 
ready assisted in the formation of sev- 
eral national cooperatives representing 
articular commodities. Others will be 
ormed in the future. If and when such 
national cooperatives are formed, it is 
the policy of the Board to require that 
all locai, State or regional cooperatives 
shall aihliate with the national and re- 
ceive the benefits of the agricutural 
marketirg act through this national 
affiliations 

It is the desire of the Board that 
proper reserves be set up by the co- 
operetives to meet their own peculiar 
conditions. In such cases, provision 
shoui. he made for the ultimate dis- 
tributicn of such reserves and for the 
distribution of all other earnings, except 
the limited dividend requirements of cap- 
= siock cooperatives, upon a patronage 

asis. 

Any such associations as above de- 
scribed will be eligible to do business 
with the Federal Farm Board without 
the necessity of coming through or join- 
ing witn any other organization. 

We are preparing now some skeleton 
set-ups of cooperatives to handle differ- 
ent kinds of commodities which will be 
mailed to you in a few days. These 
should be helpful in guiding the organ- 
ization of néw cooperatives and assist- 
ing old ones to comply with our require- 
ments, 





ment desired and recited that the city 
engineer’s estimate of the cost would 
be approximately $16,500. Fairbanks, 
Morse & Company, defendant, made the 
only bid—$15,435. It was accepted. 


From funds on hand the city paid $3,000 
and for the remainder, or $12,435, issued 
conditional warrants payable onl; from 


d | net earnings of the plant. ‘The contract 
| of purchase and the conditional warrants 


conformed generally to the terms of the 
ordinance. The sellers of the new equi 
ment reserved the right to retain title 
thereto pending nonpayment of any part 
of purchase price. -The decree denying 
an injunction was not superseded. The 
new equipment was installed and the city 
continued to operate the plant as im- 
proved. 


Plaintiffs argued that the statutory 
methods of raising funds by means of 
taxation or by a bond issue excluded 
every other method and that conse- 
quently the ordinance, the contract of 
purchase and the conditional warrants 
were void. The charter of Sargent shows 
that the two methods indicated were 
authorized by statute. Comp. St. 1922, 
secs. 4397-9. The statuto: procedure 
must of course be followed where the 
specific methods of raising money are 
adopted. It is shown by the record that 
no attempt to raise funds by taxation 
or by a bond issue was contemplated or 
made. Both methods were specifically 
rejected by ordinance, contract and con- 
ditional warrant. It does not neces- 
sarily follow, however, that power to 
raise money to pay for the utility or the 
improvement thereof by other means 
was excluded by the legislative grant. 
— legislation does not contain exclusive 

rms. 


Procedure Prescribed by 
Statute Not Exclusive 


A grant of power. to a city may. imply 
a means of exercising it in addition to 
specific statutory methods without re- 
stricting as to others. In direct lan 
cities of the class to which Sargent be- 
longs are specifically empowered in a 
single section of the charter “to pur- 
chase, construct, maintain.and improve” 
a lighting system. Comp. St. 1922, sec. 
4396. The section next following pro- 
vides that the cost of such a utility 
“may” be defrayed by means of a tax 
levy and, if insufficient for the purpose, 
by a bond issue. The word “may,” in 
the sense used, does not necessarily mean 
“shall.” If the city has on hand suffi- 


cient available money for that purpose 


resort to a tax levy or to a bond issue 
is unnecessary. Christensen v. City of 
Fremont, 45 Nebr. 160. On precedent the 
pone, to raise funds for a lighting plant 
by the methods mentioned in the statute 
is not exclusive. Contracts beyond the 
power of a municipality are such: as. it 
cannot lawfully enter igto for any pur- 
a Stickle Lumber Co. v. City of 
Kearney, 103 Nebr. 636. In the present 
instance the City of Sargent had $3,000 
available for the initial payment. Under 
the contract, payment of the remainder 


‘lof the purchase price, $12,485, cannot 
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be enforced by means of a bond issue 


or a tax levy. The seller of the new 
equipment and the holders oz conditional 
warrants are limited to collection of de- 
ferred payments out of net earnings of 
the plant. By the very terms of the 
contract of sale individual property 
owned by residents of Sargent cannot 
be taxed to pay any part of the purchase 
price. The evidence shows that the new 


oe core was needed to make the plant 
efficient. There is. nothing in the record 
to show extravagance, fraud or official 
corruption in the municipal proceedings. 
Performance of the contract according 
to its terms will not result in the taxa- 
tion of any property owned by plain- 
tiffs. The city had power in some form 
to make the purchase. The method 
sn ey was not specifically prohibited 
by law and does not seem to illegal. 
@ power to pay for or improve a light- 
ing utility with available money on hand 
or with net earnings of the plant is im- 
plied by the general grant. A general 
liability of the city was not created. Un- 
der the circumstances, therefore, want 
of power and alleged illegality in the 
respect indicated are not sufficient 
‘grounds for granting an injunction. 


Maximum Estimate 
Meets Requirements 


- Plaintiffs argue further that the pur- 
chase is void because the annual appro- 
priation bill did not contain an estimate 
of the expenditure as required by stat- 
ute. Comp. St. 1922, sec. 4373. A formal 
appropriation in advance was unneces- 
sary in the present instance since funds 
to meet the expenditure are not to be 
raised by taxation, the obligation being 
payable alone out of funds on hand and 
net earnings of the plant and not being 
a ont indebtedness of the city. State 
v. Martin, 27 Nebr. 441; Moore v. Central 
City, — Neb. —, 224 N. W. 690; Slocum 
v. City of North Platte, 192 Fed. 252. 

Another point urged as a ground for 
an injunction is that the contract is void 
for want of a city engineer’s previous 
estimate of cost. Such an estimate seems 
to be required by law where the ex- 
penditure exceeds $500. Laws 1925, ch. 
51, p. 203. The engineer did in fact sub- 
mit what was treated by the city and 
the bidder as an estimate but it is con- 
demned by plaintiffs as “no estimate at 
all.” It described the Diesel engine and 
the other equipment desired and con- 
cluded: “Costs not to exceed $16,500,” 
The statute did not preseribe a form 
for an estimate. The failure of the engi- 
neer to state a definite amount instead 
of the maximum cost was an irregularity 
at most. It served the statutory pur- 
pose of an estimate. No one was mis- 
led, deceived or wronged by it. The bid 
was lower than the sum stated by the 
engineer and there is nothing to show 
that the purchase price was excessive, 
The irregularity is not a ground for an 
injunction. 

Failure of the city in its notice to 
bidders to state the hour for closing and 
opening bids is also urged as a ground 
for equitable relief. The advertisement 
required bids “on or before the 7th day 
of May, 1928.” The rule in absence of a 
statute prescribing a particular form is 
that harmless informalities do not 
vitiate the notice for bids where the in- 
formation necessary to proper bidding 
is given. There was a substantial com- 
pliance with the statute in respect to 
notice and the irregularities challenged 
are not fatal defects entitling plaintiffs 
to an injunction. There was only one' 
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Diversion of Water 


By Chicago Opposed — 
By Counsel for Ohio — 


Attorneys General of Five 


States to Discuss Water- 
way Development at Con- 
ference in Columbus — 


State of Ohio: 
Columbus, Jan. 8. 


Demands by the City of Chicago foi 
the development, of a Great Lakes-Mis- 
sissippi’ waterway Is merety a smoke- 
screen’ behind which Chicago hopes to 
continue its illegal diversion of water, 


the attorney general of Ohio, Gilbert 
Bettman stated orally Jan 7. A waterway, 
using the Chicago drainage canal as a + 
part of it is inconceivable from a traffic . 
standpoint and for other reasons, Mr. 
Bettman said. 5 

The attorney general made these state- 
ments in connection with an announce- 
ment that he has arran for a con- 
ference to be held in Columbus on Jan. 
17 by the attorneys general of Minnesota 
Wisconsin, Michigan, New York a 
Ohio and the special attorneys general of - 
Wisconsin and Ohio to determine what 
exceptions, if any, these lake States shail 
take to the report of Charles. Evans 
Hughes as special master of the Supreme 
Court of the United States on the matter 
of water diversion. 


Mr. Bettman stated that he had re- 
ceived from the clerk of the Supreme 
Court, Charles Elmore Cropley, notice 
that exceptions to the report must be 
filed by Feb. 3 and that the court has 
set the case for hearing at the head of 
the call for Feb. 24. 

Beside taking up the matter of excep- 
tions, Mr. Bettman said, the conference 
will determine what steps. can be taken 
by the attorneys general to counteract 
the propaganda and influences which they 
believe have been started to work by the . 
City of Chicago to circumvent the deci- 
sion of the Supreme Court in the case. 

Those who will attend the conference, 
according to Mr. Bettman, are Henry. N. 
Benson, attorney general of Minnesota; 
John W. Reynolds, attorney general of 
Wisconsin; Wilbur M. Brucker, attorney - 
general of Michigan; Hamilton Ward, 
attorney general of New York; Newton. 
D. Baker, special attorney general of 
Ohio; R. T. Jackson, special attorney 
general for Wisconsin, and Mr. Bettman. ' 
—— 


bid for the Diesel engine and no one was 
injured by the omission. 

Plaintiffs contend further that the con- 
tract to pay for the equipment out of 
the net earnings. of the electric light and | 
power plant will prevent the mayor and : 
council from performing their duty to 
fix reasonable rates for electrical cur- 
rents. The ordinance and the contract 
limit- the sellers of the equipment and 
the holders of the conditional warrants 
to net earnings based on lawful charges 
for light and power. The point does not 
seem to be well taken. 

On the whole case the conclusion is 
that the suit was properly dismissed. 

Affirmed. 

Goop and THOMPSON, JJ., dissent. 


in Long Distance Telephone 


Rates 


An Advertisement of the 


American Telephone and Telegraph Company 


On JANuARY 1, 1930, there is effective a reduction in vari- 
& 


ous long distance telephone rates in the Bell System which 


on the present volume of calls means a saving of more than 


$5,000,000 a year to the telephone-using public in the 
United States. This is the fourth reduction in long distance 


rates within a little more than three years. On October 1, 


1926, they were reduced by $3,000,000. On December 1, 


1927, a reduction of $1,500,000 went into effect. On 


February 1, 1929, there was a reduction of $5,000,000. 


THESE REDUCTIONS are in accordance with the aim of 


' the Bell System to continue to furnish the best possible 


telephone service at the least cost to the public. Earnings 


must, of course, be sufficient to permit the best possible 


telephone service at all times and to provide a reasonable 


payment to stockholders with an adequate margin to 


insure financial safety. Earnings in excess of these re- 


quirements will either be spent for the enlargement and 


improvement of the service, or the rates for the ser- 


vice will be reduced. This is fundamental 


/ 


in the policy of the management. 
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| Examination 


Bill Introduced in House by 
_ Representative McFadden 
Would Relieve Federal 
Reserve Board 


Federal examination of national banks 
-and affiliated institutions woul be con- | 
solidated under the office of the Comp- | 
troller of the Currency, instead of being | 
divided between that office and the Fed- | 
eral Reserve Board, under the terms of a | 
bill (H. R. 7966) introduced by Repre- | 
sentative McFadden (Rep.), of Canton, 
Pa... | 

A summary of the bill, with. explana- 
tory comments by the author, was ub- | 
lished in the issue of Jan. 7. The bill, as 
introduced and referred to the Commit-| 
tee on Banking and Currency, follows in | 
full text: } 

A bill authorizing the Comptroller of 
the Currency to examine each Federal 
reserve bank and every member bank 
and affiliated corporation of such bank, 
and for other purposes. 


Be it enacted by the Senate and House 
of Representatives of the United States 
of America in Congress assembled, that 
section 5240 of the revised statutes, as 
amended (United States Code, title 12, 
sections 481-485, is amended to read as 
follows: 

“Section 5240. (a) The Comptroller of 
the Currency, with the approval of the 
Secretary of the Treasury, shall appoint 
examiners who shall‘ examine each Fed- 
eral reserve bank and every member bank 
and affiliated corporation of such. mem- | 
ber bank at least twice in each calendar | 
year and oftener if considered necessary: | 
Provided, however, that the Comptroller 
may at any time direct the holding of 


’ a special examination of a member bank | 


* 


and affiliated corporation of such bank. | 
The examiner making the examination | 
of any Federal reserve bank or of any | 
member bank or affiliated corporation of 
such bank shall have power to make a 
thorough examination of all the affairs 
of the bank or affiliated corporation, and 
in so doing“he shall have power to ad- 
minister oaths and to examine any of 
the officers and agents thereof under 
oath and shall make a full and detailed 
report of the condition of said bank and | 
affiliated corporation to the Comptroller | 
of the Currency. 


Fix Salaries 


“The Secretary of the Treasury, upon 
the recommendation of the Comptroller 
of the Currency, shall fix the salaries of | 
all bank examiners and make report | 
thereof to Congress. The expenses of 
examinations herein provided for shall 
be assessed by the Comptroller, of the| 
Currency upon the Federal reserve bank 
of the district wherein the examinations | 
are n:ade, in proportion to the assets or 
resources held by the banks examined 
upon the date of examination. The cost 
of each such examination shall be paid 
By ibe Federal reserve bank to the 
Comptroller of the Currency upon the 
first day of the month following the 
month in which the examination was 
made. 

“Upon request of a Federal reserve 
bank the Comptroller of the Currency 
may provide for special examination of 
any weraber bank within its district or 
any affiliated corporation of such bank. 
The expense of such examinations shall | 
be vorne by the Federal reserve bank. | 
Such examinations shall be so conducted | 
as to inform the Federal reserve bank 
of the condition of its member banks | 
and of the lines of credit which are 
being extended by them. Every Federal | 
reserve bank shall at all times furnish | 
w tne Comptroller of the Currency such 
information as may be demanded con- 
cerning the condition of any member 
bank within the district of the said 
Federal reserve bank. 

“No bank shall be subject to any visi- 
tatorial powers other than such as are} 
authorized by law, or vested in the’courts | 
of justice or such as shall be or shall | 
have been exercised or directed by Con- | 
gress, or by either House thereof or by | 
any committee of Congress or of either | 
House duly authorized. 





Report Condition 

“Upon joint application of 10 member | 
banks the Comptroller of the Currency 
shall order a special examination and re- 
port of the condition of any Federal re- 
serve bank. | 

“(b) As used in this section, the term | 
‘bank’ and ‘member bank’ have the mean- 
ing assigned to such terms in section 1} 
of the Federal reserve act. | 

“(c) As used in this section, the term | 
‘affiliated corporation’ means any corpo- | 
ration within an affiliated group of cor- | 
porations of which at least one is a| 


member bank. For the purposes of this | “member bank” has the meaning assigned | 


definition, the term ‘affiliated group’ | 
means one or more chains of corpora- | 
tions connected through stock ownership | 
with a common parent corporation if— | 

“(1) At least 25 per centum of the| 
stock of each of the corporations (except 
the common parent corporation) is owned | 
or controlled by ‘one or more of the other | 
corporation; and 

“(2) The common parent corporation | 
owns or controls at least 25 per centum 
of the stock of at least’one of the other 
corporations. As used in this subdivision | 
the term ‘stock’ does not include nonvot- 
ing stock which is limited and preferred | 
as to dividends.” 

Sec. 2. (a) In addition to the authority 
to make examinations conferred upon the 
Comptroller of the Currency by section | 
1 of this act or other provisions of 
law, all authority conferred by existing 
law upon the Federal Reserve Board or | 
any Federal reserve bank to make or 
approve examinations of any member | 
bank or bank applying for membership | 
in the Federal reserve system or any 
other banking corporation organized | 
under law of the United States shall, | 
after the date of the approval of this | 
act, be exercised by the Comptroller of | 
the Currency. After such date the Fed- | 
eral Reserve Board and Federal reserve 
banks shall have no authority to make | 
such examinations and shall not employ | 
any person for such purpose. 


Subject to Penalty 

(b) The authority conferred upon the 
Federal Reserve Board under subdivision 
(k) of section 11 of the Federal reserve 
act, as amended (United States Code, 
title 12, section 248 (k), relating to the 
grant of permits to national banks to 
act in a fiduciary capacity), is trans- | 
to the Comptroller of the Cur- 


y. 
‘(e) The. Comptroller of the Currency 
ds authorized to require such statements 
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hain Banking 
Bills to Amend Federal Reserve Act 
Advocated Before House Committee| Qf Bonds Said to Be 


Plan to Permit Waiver of Notice of Withdrawal of Member 
Bank Tentatively Approved 


from Page 1.) 


willing member bank must comply with; said that was to accord with the para- 


all the requirements, the lack of au- 


thority on the part of the Board to 


waive the six months’ notice require- 
ment, he pointed out, causes annoyance 
to the State banks seeking withdrawal, 
to the Federal reserve banks and the 
Federal Reserve Board. 


Where a State bank is an unsatisfac- 


tory member. and the Federal reserve 


| bank would be glad to have it withdraw 


from membership as sometimes happens, 
the Board, he said, would be disposed 
to permit immediate withdrawal but for 
the six months requirement of law. 


Bill Would Authorize 


Board to Waive Notice 

Vice Governor Platt, in a letter to the 
Senate Committee on Apr.e 16, said the 
| bill would not repeal the present require- 
|ment of law regarding withdrawal of 


| State member banks of the Federal re- | 


serve system, but would qualify it so as 

|to authorize the Board, in its discretion, 
/to waive the six months’ notice in indi- 
| vidual cases. When a State bank desires 
withdrawal, he explained, the Board re- 
| quires the Federal reserve agent to as- 
certain and inform the Board of the rea- 
|sons. If it is because of some temporary 
‘condition or friction with the Federal 
lreserve bank, the Board would not be 
| disposed under this proposed amendment 
|of the law to waive the six months’ no- 
\tice and give the bank opportunity to 
reconsider. 


! 
Mr. Wyatt said he drafted the bill. | 


Representative Luce (Rep.), of Waltham, 


Mass.; said the bill should refer to the| standing, suggested by Chairman McFad-! res 


code paragraph, which Mr. Wyatt said 


asked about the reference to trust com- 
panies in the amendment. Mr. Wyatt 


graph it amended. 

Mr. Luce said the practice in Federal 
reserve legislation is not to mention trust 
companies, Mr. Wyatt said that section 
1 of the law says that wherever the 
term “State bank” is used it is to be 
taken to include trust companies and the 
inclusion of the term was for the pur- 
pose of uniformity. He agreed with Mr. 
Luce that the term “trust companies” 
should be omitted in ‘the amendment. 


Committee Sends Bill 


Back to Reserve Board 
|. The Committee then took up the other 
bill (H. R. 6604), with discussion by Mr. 
Platt, Mr. Wyatt and members of the 
Committee including Chairman McFad- 
den (Rep.), of Canton, Pa., Mr. Strong 


Opposition to Issue 


Expensive to, State 


Cement Prices Rise as. Legal 
Action Delays Highway 
Building Program of 
South Carolina 


[Continued from Page 1.] 
proved by John G. Richards, governor, 
Mar. 16, 1929. ‘ 

The advocates of completing the State 
highway system in the earliest practi- 
cable time, instead of under the oxcart 
“pay-many-times-and-don t-go” method, 
pressed for an early disposition of the 
attacks on the constitutionality of the 
act and, as a result, secured a hearing 
by our State supreme court at its April 
term. 

Our State constitution provides that if 
on consideration of: presented constitu- 


tional questions all of the justices of the 
(Rep.), of Blue Rapids, Kans., Mr. Fort | State supreme court do not agree it be- 
(Rep.), of East Orange, N. J.; My.| comes the duty of the chief justice to 
| Wingo (Dem.), of Fort Smith, Ark:, Mr.|ask the circuit judges to assist the 
Beedy (Rep.), of Portland, Me., and | justices of the supreme court in arriving 
| others. |} at a decision. 

; In September, 1924, five months after 





, The discussion bore on the effect of | 
| cancellation of valuable rights of a bank the April. hearing, the circuit judges 

in taking over another one, which mer-| were ordered to take part in the cases, 
ger Mr. Wyatt suggested would leave | The time for the reargument was set 
in certain cases, as in the case of a|for a day in October, six months after 
| Fort Dearborn bank, “a hollow shell’ | the first hearing. It took the en banc 
but still a member bank. Mr. Wyatt! court—the five supreme court justices 
| said the proposal is not to put out of cor- and the 14 circuit judges, each “with 
| poreal existence any State bank but to! equal vote one week to file opinions. 
put it out of the Federal reserve sys- |The majority favorable opinion, written 
| tem. | by Associate Justice Stabler and con- 





After some criticism of the bill, the | 
Committee agreed to refer the bill back) 
|to the Board, coupled with the under-| 





den, that the Board confer on the sub- | 


| easily could be written into it. Mr. Luce! ject with the Comptroller of the Cur- 


| rency in so far as the latter’s powers in | 
| the matter are concerned. 





Publicity System of Public Utilities 
Defended at Resumption of H earings| 


curred -in by Associate Justice Carter 
and 11 circuit judges, dismissed the at- 
tacks and declared the act valid in all 
cts. 
hen Federal questions have been 
roperly raised in the pleadings, losing 
Rtigante in. controversies heard by our 
State supreme court have 90 days under 
our ‘State constitution within which to 
give notice of their intention to appeal 
to the United States Supreme Court. 
The appellants are required to give bond 
to protect the respondents—in this case, 
the State of South Carolina—against all 
loss and damage occurring while appeals 


Counsel for Association of Companies Says Material Was | re pending. 
Not Propaganda but Statements of Facts 


[Continued from Page 13.] 


its objectives. Stated differently: Ma- 


| terial to be acceptable must be indispen-| able material already available. 
| sable to the education of children. 


Pp. 
29-30. 

The committee then announced prin- 
ciples of general application relating to 
textbook material, selection of textbooks, 
etc., and material, and indicate that these 
things should be left to the trained edu- 


cator to protect the children from text- | 


books biased by special interests or polit- 
ical motives. Does not favor contests of 
any kind and would recommend that ad- 


dresses by outsiders should be controlled | 


by educational authorities and suggest 
that adequate funds should be given the 
schools so it would not be necessary to 
receive gifts and donations from the out- 
side. Pp. 30-31. 


Selection of Material 
Urged by Committee 


Finally, the committee recommends 
that “hasty adoption of new policies in 
regard to outside materials is ihadvis- 
able. Recommends a further study of 
the subject and suggests that the school 
systems should provide proper facilities 
for the evaluation of outside material, 
and that the committees in so evaluating 
the material take into consideration the 
reputation for fair dealing, the facilities 
for preparing proper school material pos- 
sessed by the former agency. 

The committee also recommends that 
new material so presented should not be 
Gy 





and reports from each Federal reserve 


bank and each State bank which is a} 


member of the Federal reserve system 


and affiliated corporation of such bank | 


as he may deem necessary. 


the date they are called for shall subject 
the offending bank and affiliated corpora- 


tion to a penalty of $100 a day for each! 


day that it fails to transmit such report; 
such penalty to be collected by the 


Comptroller of the Currency by suit or | 


otherwise. 


(d) The results of any examination 
made by the Comptroller and ghe con- 
tents of any statement or report made 
to the Comptroller by any Federal re- 
serve bank or member bank or affiliated 


corporation of such bank shall be made | 


available by the Comptroller to the Fed- 
eral Reserve Board or any Federal re- 
serve bank upon its request. 


(e) As used in this section, the term 


to it in section 1 of the Federal reserve 
act. 


(f) As used in this section, the term 
“affiliated corporation” has the same 
meaning assigned to it in section 1 of 
this act. 

Sec. 3. The first and second para- 
graphs of section 7 of the Federal reserve 
act, as amended (United States Code, 
title 42, sections 289-290), are amended 


| to read as follows: 


Receive Dividends 


“Sec. 7. After all necessary expenses 
of a Federal reserve bank have been 


|paid or provided for, the stockholders 


shall be entitled to receive an annual 
dividend of 6 per centum on the paid-in 
capital stock, which dividend shall be 
cumulative. After the aforesaid divi- 
dend claims have been fully met, the net 
earnings for each year shall be distrib- 
uted pro rata by the Federal reserve bank 
to each member bank which under séction 
19, as amended, is required to maintain 
reserves, the maximum amount of which 
at any time during such year is not in 
excess of $500,000. 

“The net eamnings shall be apportioned 
to each such bank according to the maxi- 
mum reserves required to be maintained 
by it at any time during such year. Not- 
withstanding the foregoing provisions, 
the whole of such net earnings shall be 
|paid into a surplus fund until it shall 


amount to 10 per centum of the sub-| 


| scribed capital stock of such bank, and 
| that thereafter 10 per centum of such 
k= earnings shall be paid into the sur- 
plus. 

| “Should a Federal reserve bank be dis- 
solved or go into liquidation, any surplus 


Failure to| 
make such reports within 10 days after | 


{allowed to replace equally or more desir- | 


The committee likewise finds it is un- | 
; ethical for any teacher, adviser or ad- | 
ministrator to urge pupils to purchase | 
| special products or to urge children or | 
teachers to endorse materials or partici-, 
pate in activities that are not definitely 
related to the welfare of the schools. 

The committee also recommends that 
, the practice of collecting money be for- 
| bidden. Also forbids the giving of pupils’ 
|mames and addresses to agencies. 


| And finally, that the way in which 


Appeal Causes Delay 

The recent appeal to the United States 
Supreme Court by opponents of the $65,- 
000,000 road construction plan again de- 
lays the consummation of South Caro- 
lina’s all-year heavy-traffic connected 
highway system. Bond in the sum of 
$5,000, fixed as the amount by the chief 


| justice of our State supreme court, is 


the measure of protection the State has 
against loss arising out of further delay 


under way. 

In the meantime, the Birmingham 
base price on cement has been advanced 
50 cents per barrel. For many months, 


jand until recently, the Birmingham base 


price was $1 per barrel; today it is $1.50 
per barrel. 





material is presented by. the teacher is 
|often of more significance than ‘the 
| nature of the material itself, stating that 
: there is no substitute for a well-trained 
| eeemee who clearly understands the dis- 
tinction of teaching what te think and 
| how to think and who possesses the skill 
| of doing the latter! 


The committee in its final considera- 
j tions states that the matter of a reg- 
‘ulation of the relation of the school to 
|outside influences is primarily a local 
| question, and states “that the problem 
}is one of discriminating selection rather 
| than total exclusion is clear to the com- 
mittee” and stating “that the school 
would suffer great harm if it were to 
| shut itself off from real life simply be- 
cause some of the influences which seek 
|to gain admission to the classroom are 
not useful in educating children.” Pp. 
32-33. 

Speaking of the matter of the State 
problem the committee advises that in 
| corresponding with 37 States several dif- 
| ferent policies are in effect. California 
and North Dakota by law forbid the ex- 
| ploitation of school children in the in- 
terest of any special cause. In Minne- 
|sota and Delaware the State board has 
set up rules relating to the introduction 
of outside material. Maryland, Maine, 
| Rhode Island and Wisconsin have an as- 
sociation of superintendents which regu- 
late the use of such material. In most 
| States the State superintendent of pub- 
lie instruction is given considerable au- 
net in dealing with outside material. 

. 14, 

From a close study of this report it 
can be said without fear of contradiction 
| that every requirement proclaimed in the 
report has been lived up to and the 
|teacher alone has determined whether 
|the material should go in or not. The 
|record is devoid of :any instance where 
|a teacher has excluded the material. 





Publicity Program 


| Developed Gradually 
| Mr. Weadock declared there had been 


|a gradual development of the publicity 
program from prewar days and it became 
| evident that failure to make a full report 
to the public resulted in suspicion. 

The attorney and Commissioner McCul- 
lich differed as to who should judge what 
material should be circulated in the 
schools. Mr. Weadock declared that all 
reports showed school teachers were glad 
to get the material, and that they are 
better able to judge than any other per- 
son or agency. 

Mr. Weadock offered as evidence a Jist 
of materials supplied to the schools of 
Cleveland, Ohio, by “outside sources” and 
without cost to the schools. A total of 
| 2,957 booklets, pamphlets and other ma- 
| terial was available in those schools in 
| June, 1928, Mr. Weadock declared. He 
added that the subjects included liver 
pills, gold fish, funeral directors, rail- 
roads, newspapers, prohibition and other 
topics. 
| Seek to Eliminate 
| *,* * 

Cause for Criticism 


Constant effort has been made, Mr. 
Weadock said, in the utility publicity and 
educational material, to eliminate cause 
for criticism or controversy. It was the 
purpose, he said, to show also that in 
many instances the schools or school 
teachers had sought the material them- 
selves. He offered as evidence approxi- 
mately 150 letters from Illinois and a 
|number from 17 other States asking the 
public utility information bureaus for 
| material on the use of electricity. 


remaining, after the payment of all debts,| Mr. Weadock read into the record cita- 
dividend requirements as hereinbefore | tions from several source books for sci- 
provided, and the par value of the stock, | ence teachers, referring to public utility 
shall be paid to and become the prop-| information bureau publications as con- 
erty of the United States,” taining necessary material, 


Had there been no delay in getting 
the litigation disposed of, the amount of 
the State’s requirements of road build- 
ing materials could have been definitely 
ascertained and contracts amply protect- 
ing the State’s jnterest could and no 
doubt would have been made. 


Heavy Loss: Predicted 


Each mile of standard pavement re- 
quires approximately 3,000 barrels of ce- 
ment. A 50 cents per barrel advance 
in the price of cement will increasé the 
construction cost $1,500 on each mile of 
| seamders pavement, and will cost the 
State approximately $3,000,000 on its 
road construction program. 

In addition to their undisputed re- 
sponsibility to the motor traveling pub- 
lic, to the farmers who want to get pro- 
duce to market, to the unemployed— 
large numbers of whom could now be at 
work—those who have caused the delays 
encountered should feel responsible to the 
State for this big money loss. 


Daily Decisions 
of the 


Accounting Office 


The Comptroller General of the 
United States, as head of the Gen- 
eral Accounting Office, must approve 
of all expenditures by Government 
agencies before such expenditures 
finally become closed transactions. 
Interpretation of the laws is neces- 
sary, therefore, in many instances. 
The latest decisions with respect to 
expenditures made by the Comp- 
troller General follow: 


A-29952. Transportation—Household Goods 
—Army Officers. Where there is no pub- 
lished through rate for transportation of 
freight the charges for a through service 
are determined by a combination of sep- 
arately established charges based on the 
rules and conditions applicable to and from 
the point upon which the through charges 
are based. 

The maximum allowance for a less car- 
load shipment is the charge for a minimum 
carload of the class of articles included in 
the shipment. y 

Where there are included with a ship- 
ment of household goods, articles not cov- 
ered by the term as defined in the classi- 
fication, such articles will be subject to 
their less-than-carload rating unless the 
shipment meets the requirements of the 
rating provided for “Emigrant Movables,” 
both as to description and weight, in which 
case the rating for “Emigrant Movables” 
will be applied. 

The maximum allowance for a shipment 
of household goods, carload or less carload, 
which includes articles not authorized to 





load rating for household goods to which 
are added the charges applicable for the 
other articles included therein. 
1929.). 

A-29985.: Transportation—Rates, Where 
there is no published through ‘rate for 
transportation of freight the charges for a 
through service are determined by a com- 
bination of. separately established charges 
based on the rules and conditions applicable 
to and from the point upon which the 
through charges are based. 

The maximum allowance for a less car- 
load shipment is the charge for a minimum 
carload of the class of articles included in 
the shipment. . 

Where there is included with a shipment 
of household goods, articles not covered by 
the term as defined in the classification, 
such articles will be subject to their less- 
than-carload rating unless the shipment 
meets the requirements of the rating pro- 
vided for “emigrant movables,” both as to 





deseription and weight, in which case the! 


rating for emigrant movables will be ap- 
plied. 

The maximum allowance of a shipment of 
household goods, carload or less carioad, 
which includes articles not authorized to be 
included in household. goods, is the carload 
rating for household goods to which is 


in getting the road construction program | 


be included in household goods, is the car- | 


(Dee. 21, | 
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Bank Examinations 


AutHorizep STATEMENTS ONLY 
PusiisHep WITHOUT COMMENT 


Gain in Resources Shown by Banks 
And Trust Companies in New York| Consent Decree of 


Two Commissions Have Investigated Conditions During 
Year, and Recommended Legislative Amendments 


State of New York: Albany, Jan. 8. 


The reports of State banks, trust com- 
panies and private bankers in New York 
as of Sept. 27, 1929, show a gain of 
9.44 per cent in resources and 3.83 per 
cent in deposits during the period from 
Dee. 31, 1928, to Sept. 27, 1929, the latter 
date being used as a comparison since 
the last call for 1929 was Dec. 31 and 
these figures are not yet available, ac- 
cording to State superintendent of banks, 
Joseph A. Broderiek, in his annual report 
we Governor Roosevelt and the legis- 
ature, : 


hese resources, as of Sept. 27, 1929, 
totaled $10,585,379,115 as contrasted 
with $9,672,183,052 on Dec, 31, 1928, an | 
increase of $913,196,063, and deposits 
aggregated $8,153,419,283 against $7,- 
852,005,843 in the respective periods, an 
increase of $301,413,440. 


The report shows there are now 54 
private bankers under supervision of | 
the State banking department, and that | 
others either have liquidated, sold out, 
or intend to liquidate. 

“The department does not at the pres- 
ent time encourage private bankers to 
incorporate,” says Mr. Broderick. “Ex- 
perience has shown the advantages which 
have been considered to accrue to de- 
positors on such incorporation, by rea- 
son of additional capital required and 
the .fact that the stockholders of the 
incorporated bank are subject to double 
| liability, are more than outweighed by 
| the fact that few suck bankers have 
the requisite ability and experience to 
|be permitted to assume the additional 
responsibility incidental to the oper- 
ation of a corporate bank.” 


* There are 37 licensed private bankers 
now doing an active deposit business in 


in liquidation, the report states. 
| Total resources of State banking in- 








Expense for National 


Advertising Expands 


Amount Spent for Broad- 
casts Was Nearly Doubled 
During Last Year 


[Continued from Page 1.] 

mostly for the use of the facilities, | 
though in some instances the cost of 
the talent is included, it was pointed out. 

Seasonal changes in advertising in 
| magazines are apparent throughout the 
|list of 23 commodities and industries, 
varying from the school and camp ad- 


| States,” says Mr. Broderick, “which we | 


the State, exclusive of private bankers |. 


| 
vertising which has its high spots dur- | 








ing January and February, to the jew- 
elry trade which does most of its adver- 
tising during the month of December, it 
was explained. Four industries contrib- 
uted more than 50 per cent of the na- 
tional advertising done in the general 
magazines during the entire year, it was 
revealed, these leaders being, in the order 
named, drugs and toilet goods, foods and 
food beverages, automotive industry and 
the furniture business. ; 

Advértising in farm magazines was 
about 5 per cent of the amount adver- 
tised in the gerferal magazines and Feb- 
ruary, March and April were the months 
in which the largest amount of advertis- 
ing appeared, it was disclosed. The ad- 
vertising in this group of magazines was 
more equally distributed, thoug’: the auto- 
motive industry, machinery and food- 
stuffs formed the larger part of the ad- 
vertising space. 

Radio broadcasting for the 11 months 
of 1929 was evenly distributed, it was 
stateJ, seasonal changes not being very 
noticeable. The figures for this type of 
advertising include only the National 
Broadcasting Company and the Colum- 
bia Broadcasting System. The radio in- 
jdustry, the automotive industry and 
foodstuffs utilized about 50 per cent of 
the advertising done through broadcast- 
ing, it was. shown. 

During the year the amount spent for 
natior.al advertising in the general mag- 
azines, which incliide approximately 70 
monthly magazines and about a dozen 
weeklies and semimonthlies, was $203, 
776,077 compared to $191,028,940 for 
1928. For the farm magazines the 
amount was $11,092,342 compared to 
$10,606,443 for 1928. it was stated. The 
amount spent for advertising by radio 
for 11 months of 1929 was $16,760,851, 
most of which was for’ the use of fa- 
cilitics only though a small part was for 
the cost of talent, and the amount spent 
for this advertising during the corre- 
sponding period of 1928 was $9,168,089, 
it was disclosed. 

The amount spent by the drug and 
toilet goods industry in advertising in 
| these three mediums was approximately 
$38,000,000, of which more than $35,- 
| 000,000 was spent on advertising in the 
| general magazines, it was said. The au- 
|tomotive industry spent about $30,000,- 
000 on all three forms, but more than 
$26,000,000 was used in the general mag- 
azines and the food and food beverage 
industry contributed more than $27,- 
| 000,000 alone on national advertising in 
the general magazines, it was pointed 
out. 

All of this data is based on advertisers’ 
one-time or single insertion rates and 
does not take into consideration lower 
advertising rates due to long contracts, 
it was stated, and the amount of ex- 
penditures includes the cost of the line- 
age in the monthly magazines for the 
/current month and the lineage of the 
preceding months weekly and _ semi- 
monthly magazines. Advertisements un- 
der 14 agate lines are not included, nor 
is classified or local advertising, it was 
added. 

SS ae 
added the charges applicable for the other 
articles included therein. (Dec. 26, 1929.) 

A-29956. (S) Designation of Deputy Dis- 
bursing Agent. The authorization in the 
act of Mar. 4, 1909, 35 Stat. 1027, that the 








stitutions were shown as approximately 
$17,024,000,000 on Sept. 27, 1929, which 
was said to be 60.96 per cent of the $27,- 
924,310,000 reported as total resources of 
all the national banks of the country on 
Oct. 4, 1929. Total deposits of New York 
State institutions on Sept. 27 were ap- 
proximately $12,615,000,000, which was 
said to be 57.59 per cent of the $21,901,- 
997,000 reported as total deposits of all 
the national banks on Oct. 4. 


“The latest estimate of resources of 
State banking institutions in the United 


have at hand, is as of Mar. 27, 1929, 
when the resources ‘of such institutions 
in all of the States, including New York, 
were given as $43,644,840,000.” 

Thirteen new banks and trust com- 
panies were authorized through the year, 
it was pointed out. All but one of eight 
new investment ¢companies formally have 
been approved. 

In his outline on legislation affecting 
banking practice, Mr. Broderick pointed 
out that two banking commissions have 
been sitting during th: past year, one 
appointea by the governor to investigate 
conditions and recommend legislative 
amendments and the other a joint legis- 
lative committee on banking, created in 
1927 and since continued. Mr. Broderick 
stated that the views of the department 
with reference to proposed legislation 
have been submitted to both commis- 
sions. 


Limit on Chain Banking 
To Be Sought in House 


A bill to prohibit chain or group bank- 
ing, systems in cases where 25 per cent 
or more of the stock is connected with 
a parent ownership has been drafted by 
Representative Strong (Rep.), of Blue 
Rapids, Kans., a member of the House 
Committee on Banking and Currency, 
for introduction in the House Jan. 9, he 
announced Jan. 8. He said the bill would 
forbid chain banks the use of United 
— mails and transportation inter- 
state. 





U. S. Treasury 
Statement 


January 6, 1930 
January 6 


Receipts 
Customs receipts 
Internal-revenue receipts: 
Income tax 
Miscellaneous 


$2,184,319.29 


682,885.67 
internal : 
2,104,191.88 
1,739,324.15 


6,710,720.99 
112,780.00 
163,059,982,04 


169,883,483.03 
Expenditures 


General expenditures ... $12,325,968.08 
Interest on public debt.. 2,090,942.43 
Refunds of receipts 218,232.93 
Panama Canal 9,005.83 
Operations in special ac- 
counts 
Adjusted service certifi- 
cate fund . 
Civil-service 
fund 
Investment 


Miscellaneous receipts 


Total ordinary receipts 
Public debt receipts ...: 
Balance previous day ... 





125,142.90 
11,969.80 
260,098.66 
222,845.99 
Total ordinary expendi- 
ture.; 
Other public debt expendi- 


tures 
Balance today 


15,013,920.82 


1,119,306.00 
cdoceesee 153,750,256.21 





Foreign Exchange 


New York, Jan. 8.—The Federal Reserve 
Bank of New York today certified to the 
Secretary of the Treasury the following: 

In pursuance of the provisions of section 
522 of the tariff act of 1922, dealing with 
the conversion of foreign currency for the 
purpose of the assessment and collection of 
duties upon merchandise imported into the 
United States, we have ascertained and 
hereby certify to you that the buying rates 
in the New York market at noon today for 
cable transfers payable in the foreign cur- 
rencies are as shown below: 
Austria (schilling) 

Belgiim (belga) 
Bulgaria (lev) 
Czechoslovakia (krone 
Denmark (krone) .. 
England (pound) 
Finland (markka) 
France (franc) 
Germany (reichsmark) 
Greece (drachma) 
Hungary (pengo) «.... 
Italy (lira) 
Netherlands (guilder) ... 
Norway (krone) 
Poland (zloty) 
Portugal (escudo) 
Rumania (leu) ... 
Spain (peseta) 
Sweden (krona) 
Switzerland (franc) 
Yugoslavia (dinar) 
Hong Kong (dollar) 
China (Shanghai tael) 
China (Mexican dollar) 
China (Yuan dollar) 
India (rupee) 

Japan (yen) 
Singapore (dollar) 
Canada (dollar) 

Cuba (peso) 

Mexico (peso) 
Argentina (peso, gold) 
Brazil (milreis) 

Chile (peso) 

Uruguay (peso) 
Colombia (peso) 

Bar silver 


14.0580 
13.9458 
-7212 
2.9590 
- 26.7486 
. 486.9171 
- 2.5157 
3.9305 
23.8723 
1.2976 
17.4979 
5.2306 
40.2928 
26.7427 
11.1977 
4.5033 
-5969 
12.5509 
26.8375 
19.3820 
1.7692 
39.1071 
48.1785 
34.5000 
34.6250 
36.3089 
49.0262 | 
56.0208 
98.9314 
99.9250 
47.5426 
91.3349 





12.0622 
93.0965 
96.3900 
43.8750 


Finance Committee 
Appointments Made 


10.8410 ( 





clerk of highest grade in a disbursing office 
may be designated to act “in place” of the 
disbursing agent when such disbursing 
agent is ill or unavoidably absent neces- 
sarily implies that only a clerk of the 
highest gradé may be so designated and : ; 4 ‘ 
that the deputy may not act when the dis- Republican committee assignments in 
bursing agent is not absent. However, the |the Senate were completed by the Com- 
designation may be a standing one so that | mittee on Committees of the Republican 


Senators La Follette, Thomas 
Named to Fill Vacancies 


the deputy may act whenever his principal 
is absent and in that event the deputy 
should give bond to the United States and 
the accounts paid by him should be included 
as a part of the accounts of the principal 
disbursing agent. (Jan. 4, 1930.) 





conference Jan. 8, subject to a final 
review Jan. 9. A conference of the 
majority will be called Jan. 10 to receive 
the report of its committee. 


The most controversial committee | 


Are Presented HEREIN, BEeInc 
BY THe Unitep States DalILy 


Proposal to Modify 


Packers Is Opposed 


Retention of Restrictions Is 
Urged by Senator Black 
To Prevent Monopoly in 

' Food Supply 


[Continued from Page 1.] 
packers, Armour & Company and Swift 
& Company and their affiliated firms and 
agencies in petitions filed last August ia 
the Supreme Court of the District of Co- 
lumbia. 

After several postponements of the 
hearing on these petitions, the court fur- 
ther postponed for one month the hear- 
ing which wis scheduled for Dec. 19. adhe 
order of the court also lengthened the 
time within which the Government may 
file an answer to the petitions. 


The packers seek to have the consent 
decree modified to permit them to en- 
gage, among other things, in the retail 
selling of meat and meat products, and 
the handling and distribution. of other 
food products. 


“The giant meat packing industry of 
America has appeared in our Federal 
courts, seeking action, the natural tend- 
ency of which would be a further con- 
centrated and monopolistic control of. 
the food supply of the Nation,” stated 
Senator Black. 

“They have asked the Attorney Gen- 
eral of the United States to agree to an 
annulment of a consent decree, which 
now stands as a barrier between the 
packers and such control. These pack- 
ers cannot now open a general chain 
grocery system, operate railroads. and 
railroad terminals, nor operate news- 
papers in furtherance of their plan. If 
this decree is annulled, they will be at 
liberty to open chain stores of all kinds 
In every city, village and hamlet in. 
America, for the sale of everything 
eaten and everything used; to operate 
railroads, railroad terminals and news- 
papers. 

If this court decree should be can- 
celled and set aside by governmental 
consent, a giant food trust would not 
only be permitted, but encouraged, to 
rear its stupendous and ominous form 
over North, South, East and West alike. 
Such governmental action will tacitly 
invite a monopoly of such size and power 


| that with one stroke of a pen, in some 


large financial center of the Nation, this 


| trust could lift the price of bread and 


meat from Maine to California. 

“In the petition for annulment the 
packers predict that within a few years 
the entire food supply of the Nation will 
be dominated by four or five great cor- 
porate chain store systems. Already, the 
packers say, six companies have more 
than half the chain grocery outlets and 
smaller chains are being -absorbed by 
larger groups. e 

“The packers ask legal sanction to 
enter into the present wild scramble for 
concentrated control of the. Nation’s busi- 
ness, already menacing the peace, com- 
fort and securit¥ of our people. The 
people must have food to live. Monopo- 
listic control of this necessity of life 
must sooner or later bring hunger and 
ene, producing drastic motion for re- 
ief. 

This decree should stand. Monopoly 
should be discouraged, not encouraged, , 
and. approved by governmental authori- 
ties. Chain groceries, chain dry good 
stores, chain drug stores, chain clothing 
stores, here today and merged tomorrow, 
grow in size and power. Railroad merg- 
ers, giant power monopolies, bank merg- 
ers, steel mergers, all kinds of mergers, 
concentrate more and more power and 
wealth in the hands of a few. In the 
name of efficiency, monopoly is the order 
of the day. These giant business enter- 
prises spread over our Nation, extend 
their tentacles into our schools, politics, 
and business. 


Efficiency Craze 

“We are rapidly becoming a Nation of 
a few business masters and many clerks 
and servants. .The local business man 
and merchant is passing, and his com- 
munity loses his contribution to local af- 
fairs as an independent thinker and ex- 
ecutive. A few of these useful citizens 4 
thus supplanted, become clerks of tht @ 
great chain machines, at inadequate sal- 
aries, while many enter the growing 
ranks of the unemployed. A wild craze 
for efficiency in production, sale and dis- 
tribution has swept over the land, in- 
creasing the unemployed, building up a 
caste system, dangerous to any govern- 
ment. 

“If this packers decree is modified, the 
Sherman Anti-Trust Law is in reality 
dead. It will behoove the representa- 
tives of the people to find some other 
method of protecting the peowle from the 
rapacious greed of monopoly. If huge 
mergers and stupendous monopolies are 
to ‘be granted the privilege of supplying 
the necessities of the people, it cannot 
but lead to an extended: governmental su- 
pervision of business, and general regu- 
lation and restriction of profits. 

“Business profits must be controlled 
either by the method of enforcing com- 
petition, or by strict governmental regu- 
lation of profits, which few desire. This 
would mean new bureaus and ‘would re- 
lease swarms of Federal and State agents 
to hamper the ordinary process of busi- 
ness. We are today at the cross-roadg, 
and the Attorney General’s action m 
send us definitely along a path of com- 


petition or strict business regulation of 
profits.” 


vacancies, two on the Finance Committee 
which handles tariff and revenue legis- 
lation, were filléd by Senators La Follette 
Rep.), of Wisconsin, and Thomas 
(Rep.), of Idaho, according tc an oral 
statement by a member of the Com- 
mittee. On the preceding day the Com- 
mittee had divided four to four on a 
motion which would have denied Mr. 
La Follette the place, with the Finance 
Committee Chairman, Senator Smoot 
(Rev.), of Utah, not voting. 
_ Other major committee developments 
include the placing of Senator Jones 
(Rep.), of Washington, at the head of 
the Appropriations Committee and of 
Senator Johnson (Rep.), of California, to 
succeed Mr, Jones as chairman of the 
Commerce Committee. Senator Gould 
(Rep.), of Maine, will take the Immi- 
gration Committee chairmanship for. 
merly held by Mr. Johnson, it was said, 
Senator Robinson (Rep.), of Indiana, 
has been chosen for the vacancy on the 
enen Relations Committee, it was 
Sald, 
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Industrial Banking 


Land Bank Stocks 


Change to Be Asked | Conviction for Fraud in Selling Stock 
Of Bank Reversed for Lack of Proof |\Qf Trade Reported in 


In Law Fixing Rate 
Of Interest on Loans 


New Jersey Lenders Are Told 
Their Request May Be 
Heard if Proof of Neces- 
sity Is Submitted 


State of New Jersey: 
Trenton, Jan. 8. 

If the small loan companies can 
demonstrate that a reduction in the max- 
imum interest rate, which becomes 
effective Feb. 15, would impose hardships 
on the companies and their stockholders, 
there would be some reason for giving: 
attention to their request for a repeal 
of the act establishing the maximum, 
it was stated orally Jan. 8 by State Sen- 
at@®> Frank B. Davis, of Gloucester 
County, who last year headed the 
legislative investigating committee, 
responsible for the measure reducing the 
rate. 

Senator Davis is doubtful, however, 
of the possibility of proof of hardship. 
He stands by the committee report of 
a year ago, and states he is firmly con- 
vinced the investigation made before 
the introduction of the bill was impar- 
tial and thorough and presented the true 
aspects of the small loan business. 

“It is difficult to get at the bottom 
of this business as it is so involved and 
® intricate,” Mr. Davis stated. “I am of 
the opinion, however, that the legislature 
acted wisely and for the best interest 
of the people.” 

Will Ask Repeal 

The New Jersey Industrial Lenders 
Association plans to ask for a repeal of 
the law reducing the small loan interest 
rate from 36 to 18 per cent per annum. 
The law was passed following a legis- 
lative investigation into the loan busi- 
ness, the committee reporting “astound- 

ing profits” and charging that an at- 

tempt had been ‘made to obscure the 
real returns “by loading expenses with 

‘arbitrary charges for supervision and 

auditing.” 

To refute these claims the lenders en- 
gaged Willford Isbell King, professor of 
economies at New York University and 
Pace, Gore & McLaren, accountants, New 
York, whose reports, it was said, will 
be the basis of the proposed repeal. The 
accountants, using 1927-28 reports of the 
State banking departments and the books 
of several companies, made these find- 
ings: 

“The earnings of the 273 licensees for 
whom full data were available, in 1927-28, 
amounted to 13.3 per cent on the capital 
of the business. 

* “Such earnings are less than the aver- 

“age for other retail businesses dealing 
with the same class of people—variety 
stores, department stores, apparel 
stores, drug stores and grocery stores. 

“The same companies would have 
earned only 1.2 per cent on the capital 
of the business in 1927-28 if their gross 
income had been limited to 1 1-2 per 
cent per month, as will become effective 
Feb. 15, under the terms of the 1929 
amendment to the-1914 small logn law.” 

It was denied by the accountants that 
the returns of the lending companies had 
been obscured by arbitrary charges. Ex- 
penses listed were declared bona fide and 
justified by the scope of operations and 
were apportioned equitably to the vari- 
ous offices, it was held. 

Senator Davis said he would be glad 
to listen to whatever new arguments the 
lenders may advance. 

+ “Many things may: be learned,” he said, 
by allowing representatives of the 
lenders to give the public information 
as to why the interest rate should not be 
reduced.” 


Corporation Funds 
Gain in South Dakota 


Increase in Income Attributed 
To New State Law 


State of South Dakota: 
Pierre, Jan. 8. 

_A 36 per cent increase in the corpora- 
tion business of the State during 1929 
as compared to 1928 is noted by the 
secre.a,y of state, Gladys Pyle, in clos- 
ing the books of her office for December. 
Miss Pyle said $26,607.39 was paid into 
the general fund of the State from 
corporation fees collected in the office 
of the secretary of state during 1929, 
whereas during 1928 the income of the 
State from this source was only $19,495. 
“This increase in income results from 
the great increase in corporations avail- 
ing themselves of the benefits of. the 
South Dakota law,” Miss Pyle indicated. 

There were 685 companies incorpo- 
rated under the South Dakota corpora- 
tion laws in 1929 as compared to 426 
during the previous year. “The cause for 
this increase must be in improved busi- 
hess conditions and greater business con- 
fidence, and not any change in the cor- 
poration laws,” said Miss Pyle, “since 
very few corporations have availed 
themselves of the new no-par value 
stock provision of the corporation laws.” 

In addition to the companies incor- 
porating under the South Dakota laws, 
a greet increase is noted in the number 
of corporations from other States, which 
have fied the necessary papers to 
| werner themselves to carry on a South 
akota business. This number has 
jumped from 75 in 1928 to 105 in 1929. 
ies. the total increase in eompanies 
WMilizing South Dakota corporation laws 
is 189, an increase of 159 domestic cor- 
porations and 30 foreign. Corporation 
fees coliected by the secretary of state 
are turned in to the general fund of 
the Staie and are subject to appropria- 
tion by the legislature. 


Supply of Money in Cuba 
} ‘Estimated at $138,000,000 


The estimated stock of money in Cuba 
at the end of the first half of 1929 ex- 
ceeded $138,000,000, of which $104,700,- 
000 was United States money and $33,- 
600,000 Cuban monet according to a re- 
port from the Cuban department of 
finance transmitted to the Department 
of Commerce by Commercial Attache 
Frederick Todd. 

The statement shows $12,792,000 in 
gold in the Cuban treasury and in banks. 
According to Mr. Todd, it is estimated 
that the amount of gold money in 
private hands is $22,026,567, making the 


$ total of gold in Cuba $34,818,567. United 
e.. 


States paper money in the Cuban treasury 
and in banks amounted to $46,713,047, 


while United States paper money in cir- | 


\, culation also was placed at $46,713,047. 
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Evidence Is Declared to Be as. Consistent With Honest 
Intentions as With Guilt and Not to Support Charge 


The conviction of Guy Huston and 
William H. Gold for alleged use of 
the mails to defraud in connection 
with the sale of stock of the South- 
ern Minnesota Joint Stock Land 
Bank was unwarranted on the evi- 
dence presented by the Government . 
to substantiate its charge, the Cir- 
cuit Court of Appeals for the Eighth 
Circuit has ruled in reversing the 
judgment of the trial court. 


The trial court, it was held, should 
have directed a verdict for the de- 
fendants since the evidence failed to 
show any fraudulent scheme or rep- 
resentations as to the sale of the 
stock, and it was as consistent with 
innocence as with guilt. 

The publication of the full text of 
the court’s opinion was begun in the 
issue of Jan. 4, and is concluded as 
follows: 

Apr. 16, 1925, he wrote to the same 
party: 

“Our earnings for April, May and June 
will approximate $54,000, making a total of 
$444,000 and leaving a net of a little over 
$400,000 after the July 1 dividends have 
been paid. This would leave us over 20 
per cent on $1,900,000 capital with our tax 
matter still unsettled.” 

Defendant William G. M. Smith, one 
of the directors, testified: 

“As to-the increase of the dividend to 
10 per cent, beginning March Ist, the fig- 
ures submitted to me showed there would be 
adequate earnings to take care of a 10 per 
cent dividend.” b 

Defendant Guy Huston testified: 

“3t was my opinion that the bank would 
be able tc pay and maintain a 10 per cent 
dividend rate. The increased business, the 
capital stock paid in, would permit a large 
amount of increase of loanable funds through 
the sale of bonds, and the profit from that 
business would be very substantial. If I 
can refresh my memory, I can tell you ex- 
actly. Selling stock at $140 a share, under 
the plan then in general use, whereby you 
could use the premiums on stock to pay 
for legal reserves, and pay the cost of new 
business, on that basis, the capital account, 
legal reserve set up, and the earnings, 5% 
per cent, is $79,200 annually. $18,000,000 
of bonds could be issued, on which there 
was approximately a 1 per cent differential 
annually or $180,000, making a total gross 
possible income of $259,200, for this stock 
increase. 

“Q. (By Mr. Sawyer) That is, on the new 
business alone? 

“A. On the new business alone. A 10 per 
cent dividend would be $120,000, leaving 
available for losses and expenses, an annual 
profit of $139,200. Now, that is taking no 
account for premiums on bonds. We are 
just assuming that the bonds would be sold 
at par.’ 

“At the time this stock was sold to the 
public, I was sure the bank had actually 
earned and had available for dividends all 
the dividends it had paid in the past.” 

He also.gave in detail the figures on 
which he based his belief. 

W. A. Streater, one of the director's 
(not a defendant), testified: 

“Q. And in your duties as a director, did 
you keep track in a general way with what 
the earnings of the bank were? 

“A. I gave that some-attention. 
some estimates at times. 

“Q. So that in voting for that increase 
in dividend you were not simply blindly 
following the figures handed you by W. H. 
Gold at that meeting? 

“A. I would not say that I was. 

“Q. And was it your own independent 
judgment from what you knew of the con- 
ditions «nd the earnings of that bank in 
the past, that that 10 per cent dividend 
could probably be maintained? 

“A. It was, providing that the bank could 
go ahead and sell some bonds and increase 
its amount of shares.” 


Circumstances Fail to Show 


Circular Was False 

Much correspondence was had in the 
Fall and Winter of 1924 between William 
H. Gold and Guy Huston relative to rais- 
ing the dividend rate to 10 per cent. 
Misgivings and doubts were expressed at 
ene time or another by each of them. In 
the Spring of 1925 all of the circum- 
stances seemed favorable to such a step, 
and it was taken. This correspondence 
to our mind shows integrity of purpose, 
instead of a scheme to defraud. Mis- 
givings and doubts are indicative of 
honesty rather than of villainy. 

The foregoing evidence; the fact that 
dividends of 9 per cent had been earned 
and paid; the testimony that it was the 
belief of the defendants, as well as of 
others well informed, that the agricul- 
tural depression was about over; the 
absence of any substantial evidence to 
the contrary, lead irresistably to the con- 
clusion that the defendants honestly be- 
lieved and had reasonable grounds to be- 
lieve that a dividend of 10 per cent could 
and would be paid on the stock of the 
bank. 7 

Another contention of the Government 
is that the circular (Exhibit 100 sub- 
stituted) was false, in that it did not 
set up as a liability the sum of $135,000 
still to be paid to Guy Huston under the 
contract of 1922 as provided in the can- 
cellation contract of December, 1923. 

The statement in the circular was 
made up from the books of the bank. 
No such liability had even been entered 
on the books of the bank. The evidence 
shows that the bank and Huston_ had 
proceeded on the theory that the install- 
ment. payments should be made from 
time to time as the bank realized earn- 
ings from the loans made from the 
moneys derived from the bonds which 
Huston had sold under his contract. The 
payments were treated as in the nature 
of salary or expense items, rather than 
the whole sum as a liability. The pay- 
ments were charged by the bank as an 
operating expense. The expert account- 
ants were not agreed at the trial, how 
the $135,000 should be handled from a 
bookkeeping standpoint. We do not 
think that a fraudulent intent can be 
inferred from such a state of facts. 


No Misrepresentation of 


Assets as to Mortgage 

A further contention of the Govern: 
ment is that a false representation is 
found in the circular (Exhibit 100 sub- 
stituted) in the statement. 

“Its loans outstanding as of May 12, 
1925, were $28,362,800.96, on which am- 
ortization payments have been made to 
the amount of $833,615.24. These loans 
are secured by first mortgages on corn 
land farms in the southern section of 
Minnesota and in the extreme eastern 
section of South Dakota. These farms 
have been appraised for loan purposes 
at over $68,000,000.” 

Ineluded, either in whole or in part, 
in the total $28,362,800.96 was the mort- 
gage of $500,000 given by the Farmers 
Fund. Incorporated, already described, 
The Government contends that the whole 
plan of the Farmers Fund, Incorporated, 
was a subterfuge; and furter that the 
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$500,000 mortgage was not in any event 
a first mortgage. 

We have already considered and dis- 
posed of the former contention. As to 
the character of the.$500,000 mortgage, 
the evidence shows without dispute that 
the lands conveyed by the bank to the 
Farmers Fund, Incorporated, were lands 
which had been duly appraised and on 
which first mortgage loans had been 
made by the bank. It further appears 
that these mortgages had been duly 
filed with the registrar. Some of these 
mortgages -being in default had been 
withdrawn from the registrar, had been 
foreclosed, and the ‘title to the ‘lands 
had been taken in the name of the bank. 
These lands were conveyed to the Far- 
mers Fund, Incorporated, and the $500,- 
000 mortgage taken back covered the 
original amount of the loans on the 
lands, together with costs and other 
items chargeable against the lands. It 
is difficult to see why the $500,000 mort- 
gage was not a “first mortgage” as to 
these lands. Of course this $500,000 
mortgage could have been separately 
stated in the circular and a history of 
the same given. 


In the case of Mandelbaum v. Good- 
year Tire & Rubber Co., 6 F. (2d) 818 
(CA 8), the question was involved 
whether in a prospectus for the sale of 
stock of a corporation the omission to 
discuss and analyze certain items 
amounted to fraud. The prospectus 
failed to disclose that the company had 
built a clubhouse fot the use of its em- 
ployes at a cost of $1,500,000. This 
omission was urged as_ constituting 
fraud. The court said (p, 822): 

“We do not think that the failure to 
discuss this item in its prospectus could 
be regarded as a concealment of the 
company’s condition amounting to fraud. 
As well might it be contended that it 
was the duty of the Goodyear Company 
to disclose in its prospectus its entire 
previous course- of business, in order 
that it might be judged whether its 
management had been judicious and free 
from criticism.” 


A prospectus such as was involved in 
the Mandelbaum case and in the case 
at bar is not intended to be a complete 
and detailed history of -the financial 
transactions of the corporation. 


Thete were also mortgages which had 
become in default and title to the lands 
covered thereby had been taken by the 
bank without foreclosure in the name of 
a trustee or a nominee. These mort- 
gages were still with the registrar. The 
lands covered by these mortgages were 
also conveyed to the Farmers Fund, 
Incorporated, Disbursements made by 
the bank in connection with: acquiring 
the title to these lands. and other ex- 
pense, were reimbursed to the bank by 
the Farmers Fund, Incorporated, either 
by the $75,000 which was paid by it to 
the bank or by being included in the 
$500,000 mortgage. To the extent that 


|such disbursements were included in the 


mortgage it was second mortgage. The 
exact figures are not disclosed by the 
record. If, therefore, the whole of the 
$500,000 mortgage was in cluded in the 
total $28,362,500.96, stated in the cir- 
cular to be the amount of first mort- 
gages, it would follow that there was a 
misstatement of fact to the extent indi- 
cated. It is also true that certain 
“other assets” were conveyed by the 
bank to the Farmers Fund, Incorpor- 
ated,in return for the $75,000 cash 
and the $500,000 mortgage. If 
any of these “other assets” were repre- 
sented by the mortgage, and if the whole 
of the mortgage was included in the 
total of loans stated in the circular, 
then there was a misstatement of fact 
to that extent. The amount of these 
“othe: assets” is not shown with exact- 
ness; b.wt the evidence does show that 
the amount must have been small. 


Defendants Entitled 
To Directed Verdict 


The statement in the circular was in 
our opinion, however, substantially cor- 
rect, and we think the discrepancies 
noted, when. considered in connection 
with all the facts and circumstances, do 
not sipport the charge of false rep- 
resentation. 

We have now discussed at some length 
the sore important details of the al- 
leged fraudulent scheme set out in the 
indictment; the other details alleged 
have been examined and considered, but 
will rot. be discussed. We have also dis- 
cussed « number of the alleged false 
representations which are claimed to 
have been made in connection with the 
alleged fraudulent scheme. The remain- 
ing aileged false representations have 
also been examined and considered, but 
will rot be discussed. 

In considering a case of the character 
of the one at bar, several well-estab- 
lished rules must be borne in mind: 

(1) Where the alleged scheme in- 
volves the sale of stock of a corpora- 
tion, an inquiry of considerable impor- 
tance is whether the corporation has for 
a substantial length of time been organ- 
ized and conducting a legitimate busi- 
ness. Mandelbaum v. Goodyear Tire & 
Rubbcr Co., supra; Corliss v. United 
States, 7 F. (2d) 455 (C. C. A. 8). 

(2) Business adversity, especially in 
times vi abnormal business conditions, 
does not necessarily spell fraud. Corliss 
v. United States, supra. 

(3) Good faith of a defendant in a 

rosecution for making use of the 

nitei States mail in. carrying out an 
alleged scheme to defraud is ‘ordinarily 
a complete defense. Durland v. United 
States, 161 U. S. 306; Rudd v. United 
States, 173 F. 912 (C. C. A. 8); Sandals v. 
United States, 213 F. 569. 

(4) Where all of the substantial evi- 
dence is as consistent with innocence as 
with guilt, a conviction can not be sus- 
tained. Turinetti v. United States, 2 F. 


| (2d) 15 (C. C. A. 8); Grantillo v, United 
States, 3 F. (2d) 117 (C. C. A. 8); Ed- 


wards v. United States, 7 F. (2d) 857 
(C. C. A. 8); Bishop v. United States, 
16 F. (2d) 410 (C, C. A. 8); Dickerson 
v. United States, 18 F. (2d) 887 (C. C. 
A. 8); Van Gorder v. United States, 21 
F. (2d) 989.(C. C. A. 8); Salinger v. 
United States, 23 F.-(2d) 48 (C. C. A. 
8); Gerson v. United States, 25 F. (2d) 
49 C. C. A. 8); Philyaw v. United States, 
29 F. (2d) 225 (C, C. A. 8). 

Applying these rules to the evidence 
in the case at bar, we are of the opinion 
that the alleged fraudulent scheme and 
the alleged false representations ° are 
without substantial support in the rec- 
ord; and that the items of evidénce 
pointed out by the Government as sup- 
porting the indictment are as consistent 
with the innocence of the defendants as 


‘Cay 
INDEX 


Decrease in Volume | Receipts of New York Corporation 
Bureau Reach New High Figure in 1929 


Total of 25,755 Stock Firms Incorporated During Year Is 


Sixth Federal District 


Movement of Wheat Shows 
Large Gain But Total Ex- 
ports of Grain Are Less 
Than Last Year 


[Continued from Page 1.] 
smaller volume than in November last 
year. Retail tragle averaged 5.3 per cent 
less than a year ago, and wholesale trade 
showed a decline of 7.8 per cent as com- 
pared with November, 1928. 

Savings deposits held by 75 reporting 
bank&.in all parts of the district declined 
one-half of 1 per cent in November com- 
pared with October, and were 8.1 per 
cent less than in November last year. 
Debits to individual accounts at 26 re- 
porting cities of the sixth district de- 
clined 12 per cent compared with Octo- 
ber and were 4.9 per cent smaller than 
in November, 1928. 

Time Deposits Fewer 

Debits in this district nearly always 
decline from October to Noyember, the 
decrease last year being 3.5 per cent. 
Loans and investments of weekly report- 
ing member banks in selected cities of 
the district declined between Nov. 13 and 
Dec, 11, and were less than a year ago, 
and this is also true of discounts by the 
Federal Reserve Bank of Atlanta for all 
member banks in the district. 

Demand deposits of all member banks 
a ___e 


with guilt on their part; and that a ver- 
dict of not guilty should have been di- 
rected by the trial court. 

We deem it advisable, however, to ad- 
vert to several errors occurring at. the 
trial, and which in the opinion of the 
court require a reversal of the judgment. 

Evidence of various kinds was allowed 
to be introduced tending to show a drop 
in the price of the stock of the Southern 
Minnesota Bank from May, 1925, to 
the time of the trial in Novem- 
ber, 1927, the purpose of the evi- 
dence being to establish that the 
prices in May and June, 1925, were 
fictitious and caused by the alleged 
fraudulent representations. The evi- 
dence was plainly inadmissible. Many 
factors might have intervened to affect 
the price unfavorably; and the uncontra- 
dicted evidence in the case showed the 
existence of a number of such unfavor- 
able factors after the sales in May and 
June, 1925. The ruling in the Mandel- 
baum case on a similar point is con- 
trolling here. 

Evidence was allowed to be introduced 
showing ‘the amount of compensation 
Guy Huston received from the Southern 
Minnesota Bank for selling its bonds 
prior to the transactions here in ques- 
tion; also that he received compensation 
from several other joint stock land banks 
for selling their securities. We think 
this evidence was inadmissible. Those 
transactions were entirely independent of 
the scheme alleged in the indictment. It 
was not shown or -offered to-be shown 
that all of the transactions were part of 
one system or plan being carried out by 
Guy Huston. It was not claimed that 
what was done by Guy Huston for which 
he was being tried was done unwittingly 
or unintentionally. On no ground that 
occurs to us were his independent deal- 
ings either with the same bank or with 
other banks admissible to prove the 
charges made against him in the indict- 
ment in the case at bar. 

After the sale of the 11,000 shares of 
stdck of the Southern Minnesota Bank 
was made, a‘considerable amount of the 
sales money belonging to the bank was 
carried temporarily with the Guy Hus- 
ton Company. The Government, over 
objection, introduced evidence showing 
that during the time when this money 
of the bank was being. carried by the 
Guy Huston Company a loan was made 
by that company of $100,000 to one Wal- 
ter Cravens, and that this loan was 
not repaid. There was no showing 
that the money loaned to Cravens 
came from the funds of the bank 
which were being carried by the Guy 
Histon Company; and on the other 
hand there was conclusive proof that 
all of the moneys so carried were repaid 
at the proper time by the Guy Huston 
Company to the bank, Clearly the evi- 
dence as to the Craven loan had no place 
in the case at bar. 

The witness J. J. Minot Jr., was al- 
lowed to testify, over objection by de- 
fendants, that he was. told by» Mr. 
Chambers, an employe of the Guy Hus- 
ton Company, that the bank was to re- 
ceive $147.50 per share net for its stock. 
Mr. Huston made no such statement to 
Mr. Minot; nor was he present when 
Mr. Chambers so told Mr. Minot. Mr. 
Chambers was not alleged in the indict- 
ment to be a conspirator, nor was he 
shown to have any authority from Mr. 
Huston to make such a statement, Fur- 
thermore, he testified that at the time he 
made the statement to Mr. Minot he did 
not know the provisions of the contract 
between the Guy Huston Company and 
the bank. The statement of Chambers 
to Minot was clearly inadmissible. 


Question as to Dividends 


Not Proper for Jury 

III. Charge of the Court to the Jury. 

On the question whether unearned pre- 
miums had been paid the court charged 
as follows: 

“You are advised that stock premiums, 
when received, became a part of the sur- 
plus account of the bank, and that the 
might properiy have been used to fill 
the reserve account of the bank, or to 
pay the expense of securing new busi- 
ness, thereby releasing considerable 
amounts of net earnings for the pay- 
ment of dividends, but that such stock 
premiums could not properly have been 
used for the direct yment of such 
dividends, In determining, then, whether 
the dividends were warranted and were 
paid out of the proper funds, you mav 
take into. account these several rules 
applicable to the various funds of the 
bank.” ‘ 

This being the law of the case, there 
was no issr2 of fact for the yur to de- 
cide relative to payment of unearned 
dividends. For, on the theory of the 
law as stated, the uncontradicted evi- 
dence was that the dividends in question 
had been paid out of earnings. It was 
error, therefore to submit to the jury the 
question whether the dividends paid had 
been earned. C. St. P. M. & O. Ry. Co. 
v. Kroloff, 217 F. 525 (CCA 8), and 
cases cited. 

We think it unnecessary to discuss the 
other numerous matters covered by the 
assignments of error, 

For the reasons which we have stated, 
the judgment as to each of the de- 
fendants is reversed, 
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State of New York. 
A total of 25,755 stock companies were 
incorporated in New York State during 
the last year, according to a statement 
issued Jan. 4 by Edward J. Flynn, secre- 
tary of state. The year’s total shows a 
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in the district increased, but time deposits 
declined, in Octéber as compared with 
the preceding month, and both were 


smaller than a year ago. There was an 
increase in the number of commercial 
failures in the district, but a decrease in 
liabilities, in November compared with 
October, and with November last year. 
Activity in the building and construction 
industry, as reflected in building permit 
statistics reported by 20 cities, and in 
statistics of contracts awarded in the 
entire district, reached in November, the 
lowest level indicated in available figures. 

Production of cotton cloth and yarn 
by mills in the district reporting to the 
Federal Reserve Bank was smaller in 
November than in October, and output 
of cloth showed a decrease compared 
with November last year, but production 
of yarn was slightly larger. Output of 
Pig iron and of coal in Alabama was 
somewhat less than in November last 


Less Than in 1928 


Albany, Jan. 8. . 

decrease of 1,062 companies from the 
1928 figures, but ajgain of 85 companies 
over the total for 1927. 


Although there was an actual decrease 
in the number of companies incorporat- 
ing, the receipts of the corporation bu- 
reau reached a new high figure of $7,- 
933,583.65, which is a gain of approxi- 
mately $3,000,000 over 1928. This in- 
crease has been largely due to the organ- 
ization tax paid the department in con- 
nection with increases in capitalization 
which have been particularly heavy dur- 
ing the last year. 


Up to last October the number of 
stock companies incorporating in this 
State month by month was slightly ahead 
of a year ago, but with the stock mar- 
ket crash\there came an almost imme- 
diate slowdown with the result that the 
number of companies during the past 
two months is far under the correspond- 
ing months in 1928, Mr. Flynn pointed 
out, 

In 1929 the Department of State, ac- 
cording to Secretary of State Flynn, col- 
lected $6,820.303.96 in organization taxes 
as against $3,988,558.79 in 1928, an in- 
crease of $2,831,745.17. 

During December, out of 1,898 stock 
corporations that were formed in New 
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Corporation Charters 


Changes in the 
Status of 
State Banks 


Iowa, Minnesota, North Dakota — 


lIowa.—L. A. Andrew, State superintendent. 
of banks, has just announced orally: a 

First Iowa State Trust & Savings Bank, 
American Savings Bank & Trust Co. 
ington Savings Bank, and Farmers é Mer-. 
chants Bank, all of Burlington, take over 
Merchants National Bank of that city, with 
deposits of $1,698,000. 

Minnesota.—A, J. Veigel, State banking 
commissioner, has just announced: a 
Fidelity State Bank, Minneapolis, granted 
permission "to increase capital stock from 
$25,000 to $40,000 and indebtedness limit 

to $750,000. 

North Dakota.—Gilbert Semingson, State 
bank examiner, has just announced: 

State Bank of Edinburg, Edinburg, and 
Farmers State Bank, Colgan, closed. 
ee 


York State, all but 252 were in New 
York City. 

Out of the 25,755 companies incorpo- 
rated during the past year there were 
21,957 in New York City, leaving 3,798 
in the counties outside of the metropolis. 


THE EQUITABLE 
TRUST COMPANY 


OF NEW YORK ~— 


11 Broad Street 
Total Resources over $900,000,000 


A CONDENSED STATEMENT of CONDITION 
Covering all Offices and Foreign Branches 


as of December 31, 1929 
RESOURCES 


$139,249,433.46 


Loans, Discounts and Investments... 
Banking Houses... ..... 

Customers’ Liability Account of Acceptances. . 
Accrued Interest Receivable and Other Assets. . 


Total $703,347,287.21 
a 


Surplus and Profits . . 


LIABILITIES 
$43,500,000.00 
36,632,214.86 


Reserves, including Interest, Taxes and Un- 
earned Discount 

Reserve for Dividend payable January 2, 1930. . 

Liability as Acceptor or Endorser on Accept- 
ances and Foreign Bills 

Agreements to Repurchase United States 


44,630,067.52 


440,993, 138.60 


15,666,011.31 
60,117,875.80 
2,690, 760.52 


$80,132,214.86 


3,781,288.71 
1,100,000.00 


89,452,195.76 


3,236,000.00 
3,058, 146.49 


522,587,441.39 


Total $703,347,287.21 


Ox.p CoLony 
Trust Company 


(Beneficially owned by the stockholders of The First National Bank of Boston) 


RESOURCES 


Cash and Due from Banks... 

United States Securities 

Loans, Discounts and Investments... 
Accrued Interest Receivable 


LIABILITIES 
$5,000,000.00 
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and Profits 


5,145,098.63 


$2,453,300.97 
1,865,000.00 
23,345,040.50 
158,747.58 


$27,822,089.05 


$10,145,098.63 


406,000.00 
16,797,453.89 
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Combined Deposits. .... 


$539,384,895.28 


Combined Trusts....... $309,325,295.64 


Foreign Branches 
Buenos Aires, ARGENTINA 
Havana, Sanriaco, Cienruecos anv Sancti Spiritus, Cuza 


European Representatives 
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Spending Money .on Schools 
to Reduce Cost of Crime . 


Application of State Funds to Extension of 
Education Would Curtail Expenditures for 
Prisons and Asylums, Says Educator 


By CHARLES A. LEE 


Superintendent of Schools, State of Missouri 


tion have upon different occa- 

sions voiced the sentiment “that 

a system of education providing proper 
educational instruction for all the chil- 
dren of all the people was of paramount 
importance to the welfare of the Na- 
tion.” Our leaders have always realized 
that the school is one of the most potent 
factors for training in good citizenship. 
The leaders of our great State also 
have upon numerous gccasions voiced 
this same sentiment. he framers of 
our present State constitution recog- 
nized the importance of education, for 
in article XI of the constitution, which 
is the article relating to education, is 
a direct mandate to the -general as- 
sembly to provide schools for every- 
one from the age of 6 to 20, inclusive. 
When we in our own State realize 
there are enrolled approximately 800,- 
000 boys and girls taught by 25,000 
teachers, and our schools are being 
maintained at an annual expenditure 
of more than $50,000,000, we will have 
to say that we are committed to the 
policy of public education. I am also 
convinced that the leaders of our State 
will never be satisfied until each child 
is provided with the kind of educa- 
tional facilities that will best equip 
him to take his proper place in society. 


A 


The framers of our constitution 
recognized further that it was the duty 
of the State to see that every child was 
given proper educational training, be- 
cause they provided that the State shall 
bear part of the cost of public educa- 
tion. That principle is fundamental in 
a State system of public education be- 
cause it places the wealth of the State 
back of the educational program of the 
State. 

It means that every dollar of wealth 
in the State should bear its propor- 
tionate share of the cost of educating 
all the children of the State. This prin- 
ciple is sound because it is, or should 
be, of vital importance to every citizen 
of the State the kind of educational 
facilities we have in every section of 
the State. 

It will cost money to provide proper 
educational facilities within reach of 
all the children of the State. But such 
a program will be worth every cent it 
costs. 

In providing such a program the local 
communities in many sections cannot 
pay the bill. The State will have to 
bear a larger share of the cost. 

When it comes to saving money many 
false ideas of economy exist. Many 
believe in saving to the exclusion of 
enjoying the comforts of life. Many 
lie in the cities of the dead because they 
denied themselves the comforts of life 


Mt of the leaders of this Na- 


which they could have afforded yet 
were so imbued with the idea of false 
economy that they @id not protect their 
health. 

The expenditures for crime are stag- 
gering. A survey of the status of edu- 
cation of the more than 2,800 inmates 
of the Missouri penitentiary revealed 
that the average education of these 
persons was very low in the elementary 
grades. . 

I am sure that if a good educational 
system had been within reach of every 
inmate of the prison and they had at- 
tended it 12 years the prison popula- 
tion would be less and millions of dol- 
lars already spent as a result of crime 
would have been saved. 

a 


Examination of the insane as to 
causes of their insanity produced the 
statement that 76 per cent of them were 
there needlessly. Millions have been 
spent on them which should have gone 
for more productive units of a democ- 
racy had proper preventive agencies 
existed and operated to have kept the 
population of such institutions to the 
minimum although the care of unavoid- 
able cases is absolutely imperative. 

Beyond doubt if all the boys and girls 
of this State have an educational sys- 
tem provided to teach them to read and 
appreciate good literature, to have a 
knowledge of the development of man 
as a social being, to appreciate and un- 
derstand their environment as science 
presents it, to have an honest means 
of livelihood as vocational viewpoints 
stimulated in school work should pro- 
duce, to so direct their thinking to make 
happy homes as home economics does, 
to practice healthy, clean living as 
health education fosters, and culti- 
vate a well rounded mental attitude as 
the normal educational processes of our 
school system promote, the reduction in 
the number of cases which I have cited 
will follow in its wake. 

There is no disputing the fact that 
we are paying for good educational ad- 
vantages whether we have them or not. 

A 


In order for us to have a clear con- 
ception of our educational problems we 
must realize that no section or city of 
this State liveth or dieth unto itself. 
That in these days of such rapid trans- 
portation and communication everyone, 
so to speak, is our next-door neighbor. 

That the State’s problems are com- 
mon to us all and equally upon our 
shoulders rests the mantle of responsi- 
bility. Were we not a democracy this 
would not be true, but since we so for- 
tunately are equal, preparation to ade- 
quately bear these’ responsibilities 
should be the unquestioned right of 
every citizen. 


P roblems of Conserving Fisheries 


Propagation and Control of Catch 
By LEWIS RADCLIFFE 


Deputy Commissioner, National Bureau of Fisheries 


source of food for man and his 

domestic animals rich in vita- 
ming and minerals, of by-products of 
value in the arts and industries of 
health-giving recreation to some 10,- 
000,000 of our people. We are duty 
bound to safeguard this great resource 
against diminution. 


F saute of represent an important 


This involves a much larger program 
of fishery research, adequate annual 
statistics of the fisheries to reveal the 
condition and trend of each important 


species and such collateral studies in 
the fields of oceanography, hydrobi- 
ology and the like, as are required for 
a proper understanding of the condi- 
tions of life in the waters. 


Through deforestation, reclamation 
of swamps and bayous, construction of 
dams and other barriers to anadromous 
fishes, the pollution of waters, etc., we 
have reduced the productivity of our 
water areas. We are now called upon 
to restore this productivity and to de- 
velop the science of aquiculture to sup- 
plement our food supply. Achievements 
already attained indicate that water 
farming may be made relatively more 
productive than land farming. 


According to a recent estimate, we 
lose annually through erosion, 21 times 
as much plant food as is removed from 
the soil by crops. Throughout the 
centuries the rivers have been carrying 
the land products to the sea, enriching 
the waters with the result that sea 
water contains some 34 elements in 
solution. 


This richness of the coastal waters 
in organic materials, in minerals, and 
the gases from the air, combine to pro- 
duce a luxuriant growth of microscopic 


plants, and the combination of the two 
constitute the basic food supply of 
marine life. Thus we find marine prod- 
ucts rich in calcium, phosphorus, iron, 
iodine, vitamins and other factors, an 
insufficiency of which in the diet cause 
deficiency diseases in man and domestic 
animals. 

Through technical research we should 
develop means for drawing more heav- 
ily upon the products of the sea and 
utilize these products to man’s best 
advantage. 

The problems of fishery administra- 
tion are State, national and interna- 
tional. The problems in interstate and 
international waters add to the com- 
plexities of the situation. 

Under existing conditions within the 
States, the legislative branch makes the 
laws. Legislatures may meet once in 
two or three years, adding to delay. 

Most of the legislation is acted upon 
without adequate factual knowledge, 
so that all in all, for adequate control 
of the situation, a more responsive 
agency must be provided. This can 
best be done by vesting the executive 
agencies with authority to meet emerg- 
ency conditions and change the regula- 
tions to meet changed conditions. 

We may sum up the fundamentals to 
which we should aspire as follows: 

1.—Greater provision for biological, 
statistical and technical investigations 
as a basis for a wise system of fish 
husbandry. ' 

2.—Development of, the science of 
aquiculture more nearly comparable to 
that of Agriculture, and expansion of 
facilities for fish propagation. 

3.—A broader and more elastic sys- 
tem of fishery administratidn to make 
possible prompt changes in regulations 
as needed, and provision for interna- 
tional control of high seas fisheries. 
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+ + [esting Building Material 


to Determine Resistance to Fire 


> > 


Safety Qualifications for Construction Stand- 


ardized in Series of Tests Conducted by Bureau of Stamdards 
By S. HH. INGBERG 


Principal Engineer, Bureau of Standards 


HE loss to commerce and industry 
from fire comstitutes a serious 
drain on the matural and created 

resources on which their activity de- 
pends. 


Of the yearly property loss from fire 
of near $500,000,000 a large part is at- 
tributable to relatively few fires, each 
involving a large loss. Such fires occur 
mainly in manufacturing, mercantile, 
and storage occupancies with relatively 
large buildings, and building areas and 
high concentration or value of contents. 


In addition to the property loss as 
such, there is a further effective loss 
from fire consisting of cost of fire pro- 
tection and extinguishment, cost of im- 
surance and loss of production and 
time of workers where fires have oc- 
curred. These, together, constitute an 
economic loss greater than the property 
loss itself. 


In many cities the cost of fire de- 
partments and fire protection equals or 
exceeds the property loss from fire. 


The seriousness of the disturbance of 
fires to normal functioning of commer- 
cial and industrial establishments is at- 
tested by the fact that, in spite of im- 
surance coverage, a considerable per- 
centage of those suffering total or high 
loss from fire do not again resume op- 
erations. 


On account of the large prospective 
gain in fire safety from improvement 
in structural conditions, the fire re- 
sistance activities of the Bureau of 
Standards have been concerned mainly 
with the fire resistance of materials amd 
members entering imto the construction 
of buildings, the severity of fires that 
can result with given amounts of com- 
bustible building contents, and the pro- 
tection afforded by devices such as in- 
sulated record cont&iners. 


Some work has also been done on the 
fire hazard of materials constituting the 
contents of buildings, from the stand- 
point of susceptibility to spontaneous 
ignition or explosive effects. 

In the standard fire resistance test, 
the material construction or device is 
subjected to a furnace fire, the intensity 
of which is controlled so that given 
average temperatures obtain in the fur- 
nace chamber at stated times after the 
fire is started. The other test condi- 
tions will vary with the type of con- 
struction or device to be tested. 

Some of the first experimental work 
conducted by the Bureau in cooperation 
with other organizations interested was 
on building columns. As subjected to 
fire these members are important in 
maintaining the integrity of the struc- 
ture and preventing collapse that would 
induce spread of fire not only within 
the building concerned but also to 
neighboring buildings. 

Among the interesting facts uncov- 
ered in these tests it was found that 
wood columns with metal caps and con- 
nections to the floor beams fail first, 
not from weakening of the column itself 
but from softening of the wood next to 
the metal cap, causing slipping of the 
column on its bearimg. By substituting 
Portland cement concréte for metal as 
material for the caps the fire resistance 
of the column was nearly doubled. 

The fire resistance of bare steel col- 
umns was increased from 20 minutes 
or less to from 134 to over 7 hours by 


the application of a 2-inch thick cov- 
ering of concrete. The fire resistance 
of nominally similar coverings was 
found to. vary greatly due, im the case 
of concrete given above, to differences 
in the mineral composition of the sand, 
pebbles or broken stone with which the 
cement was mixed. 


In another series of fire tests with 
concrete columns it was shown that a 
large improvement in the fire resistance 
of concrete made with aggregates hav- 
ing mineral composition that induce 
cracking) and spalling as ‘exposed to 
fire, can be obtained by placing metal 
mesh near the surface of the concrete 
or by applying protections to the con- 
crete Such as _ plaster. 


While fire walls of brick have long 
been recognized as valuable aids in re- 
stricting the spread of fire, mo quanti- 
tative measurement of the protection 
afforded had been made until walls com- 
parable in size to those built between 
floors in buildings were subjected to 
fire tests in the Bureau’s furmaces. As 
subjected to the standard furnace ex- 
posure’-on oneside, fire resistance pe- 
riods from 1 hour for the 4-inch thick 
partition to 9 hours or more for solid 
walls 12 inches thick were developed. 


Several types of hollow brick walls 
were also tested as also over 200 walls 
from 8' to 16 inches in thickness, built 
of hollow clay tile, that gave a com- 
parable range in fire resistance. Fire 
tests of light interior plaster partitions 
also indicated properties valuable in 
restricting the spread of fire with 
proper choice of materials and design. 


Having determined the fire resistive 
values of building members and ma- 
terials in terms of the time they with- 
stand the fire test, the imformation 
needed im order to apply them with 
economy and “safety as protection 
against fires that may arise in build- 
ings, includes knowledge of the severity 
of such. fires. The combustible con- 
tents of commercial buildings range 
from less than 10 pounds per square 
foot for light office, occupancy to 60 
or more’ pounds per square foot for 
some mercantile and storage buildings, 
assuming the contents to be distributed 
uniformly over the whole room area. 


To obtain information om the tem- 
perature and duration of fires that can 
occur under these varied conditions, 
two fire resistive one-story brick and 
concrete buildings were built and out- 
fitted with discarded furniture and 
other contents to simulate some of the 
occupancies concerned. These were 
burned out several times and the tem- 
peratures im all portions of the build- 
ings measured from the time the fires 
— started until the ruins cooled 
own. 


‘By comparing the temperature and 
duration of these fires with that of the 
standard furnace test, it is possible to 
form a fair estimate of the equivalent 
severity of fires that can occur in fire 
resistive buildings with given amounts 
of combustible contents. Thus fires 
where the” combustibles averaged 15 
pounds per square foot gave a fire 
severity equivalent approximately to 
the first 144 hours of the furnace test 
and for combustible contents of 50 
pounds per square foot the fire severity 
was about equivalent to the first 6 
hours of the same test. 
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Economic Balance . . » 


Governor of Minnesota Outlines Problems of : 
Reconstructing Relative Conditions of Farm 
and Factory, Labor and Employer 


By THEODORE CHRISTIANSON 


Governor, State of Minnesota 


HERE was a time, not so long ago, 
in those parts of the country 


which have within a compara- 
tively recent period emerged from 
pioneer conditions, when the family was 
the principal economic unit. There was 
no problem of preserving the industrial 
balance when the frontier farm sup- 
plied practically all’ that the family 
ate, wore and used. 

The question of distribution did not 
worry the farmer who raised his own 
hogs, slaughtered them with his-own 
hands, salted the pork, and packed it 
in his own barrel, from which he 
brought it forth as sustenance fer the 
family 365 days every year. There was 
no trouble then about weights and 
grades, no charge of market manipula- 
tion, no worry about the exactions of 
middlemen, no questioning the profits 
of pork-packers. 


The quéstion of distribution did not 
trouble the husbandman who not only 
raised his own corn but ground it in 
his own mill. It did not trouble him 
much even when he hauled his wheat 
to his home-town to be made into flour, 
although at that point emerged the 
question as to how much of the flour 
the miller should retain for his work 
and how much the husbandman should 
get for his wheat. 

The question of distribution did not 
trouble the pioneer who raised his own 
sheep and sheared them, and whose 
wife carded the wool, spun it, wove it, 
and made it into clothes for the family. 
It was easy then to “preserve the in- 
dustrial balance.” 

Less than three decades ago the aver- 
age farmer produced his own trans- 
portation on the farm. He not only 
raised his own colts, the precursors of 
the modern “Lizzie,” but he pumped 
his own “gasoline” out of an oat field. 

When he discarded the direct and 
simple process of burning carbon in 
the form of oats, in a horse raised on 
the farm, and substituted for it the in- 
direct and complex process of burning 
carbon in the form of gasoline, im- 
ported from Oklahoma, in an automo- 
bile made in Michigan and shod with 
tires made in Ohio, he complicated his 
economic situation somewhat. 

a 

The raising of surpluses, by creating 
competition in the home market, low- 
ered the purchasing power of his crops, 
so that his income was reduced rather 
than increased by liberating the acres 
which had formerly been devoted to 
oats. 

Not only was his income reduced, but 
his outgo increased. Not only must 
he pay out of his reduced income for the 
shiny new car, but he must pay for 
gasoline to burn in it, oil with which 
to lubricate it. rubber with which to 
re-tire it, garage service to keep the new 
mare going. 

It is estimated that while the crop 
income of Minnesota farmers in 1929 
was  $310,000,000, the cost of keeping 
Minnesota’s 700,000 motor cars running 


on their own wheels was $300,000,000. 

A farming population, more than any 
other, needs the automobile and, more 
than any other, is entitled to it. It 
is my purpose to show that the so- 
called machine age, the age of division 
of labor and extreme specialization of 
function, has accentuated the problem 
of distribution of income, and that 
equitable distribution can be accom- 
plished only by establishing an indus- 
trial balance. 

To do that requires adjustments— 
adjustments that will test the ability 
of the statesmen of America, and the 
foresight and wisdom of its industrial 
leaders. 

Instead’ of discontinuing driving au- 
tomobiles, we must find the income to 
support them. . Instead of going back 
to the simple life, which was relatively 
independent of income as that word is 
commonly understood, we need to find 
the increased income to sustain the 
More varied, more complex, more ex- 
pensive, but I believe, finer and richer 
ae which the machine has made pos- 
sible. 

On the one side are the owners of 


industry and their organized workmen, 


whose prosperity is dependent upon 
gettine for industry as large a share 
of the nationa’ income as possible. On 
the other side are the farmers, who by 
reason of the fact that they live on 
7,000,000 farms in different sections of 
the country, representing not one in- 
terest, but many and ofttimes antag- 
onistic interests, have found it impos- 
sible to speak through one mouthpiece: 
A 

Those representatives of industry 
who see in foreign countries continu- 
ing opportunity for the expansion of 
trade have not, I believe, thought their 
problem through. It was natural that 
there should be such expansion during 
the decade immediately after the great 
war. During that struggle we made 
great gains in the race for industrial 
supremacy. 

If competition drives us out of Ar- 
gentina, Australia, Canada, Russia and 
the other food-producing countries, 
where will we find farmers to buy that 
margin of production on the sale of 
which industrial prosperity -depends, if 
the farmers of our own country have 
in increasing numbers left the farms 
and themselves become industrial pro- 
ducers? 

Industrial labor, therefore, has a 
stake in the restoration of the economic 
balance. It is doubtful if the policy of 
paying high wages to support consump- 
tive demand can be continued in the 
face of fierce competition in the labor 
market. 

To maintain the disparity between 
agriculture and industry which now ex- 
ists, by offsetting higher agricultural 
schedules with increased industrial 
schedules, may appear temporarily ex- 
pedient. But I believe that what I 
have said should at least raise a doubt 
as to whether such a course is, from 
a long-range view, economically wise. 


ompensating Injured Workers 


Delinquency of Employers Punished 
By FRANCES PERKINS 


Industrial Commissioner, State of New York 


existence, the New York statute 

providing for workmen’s compen- 
sation has been mandatory. The haz- 
ardous groups have constantly extended 
until today practically all business 
enterprises, with the exception of agri- 
cultural work and domestic service, are 
included in its scope. J 

With the constantly increasing vol- 
ume of work forced upon the industrial 
commissioner and the industrial board 
there was little time left for the purely 
executive function of enforcing cover- 
age among employers who neglected or 
omitted to provide insurance. AS a 
result our awards against noninsured 
employers are mounting each year. . 

Incidentally, an injured workman in 
New York working for a noninsured 
employer may either sue the employer 
in civil court or file his claim and se- 
cure an award under the compensation 
law. Owing to the absence of expense 
and ease and speed of procedure, prac- 
tically all claimants under such condi- 
tions come to the industrial board for 
adjudication of their cases. 

Last year awards in these non- 
insured cases amounted to nearly $500,- 
000 of which not more than 25 per 
cent was collectible under judgment 
and execution. Early this year, there- 
fore, I found it my clear duty to take 
drastic action in order to protect this 
increasing number of unfortunate com- 
pensation claimants. 

Our law provides that failure to 
cover under the act constitutes a mis- 


TTP existence, the the 15 years of its 


demeanor punishable upon conviction 
by a maximum fine of $500 and one 
year in jail. I presented this condition 
to the magistrates throughout New 
York State, especially in the large in- 
dustrial centers, and secured their 
cooperation and support. 

For a period of four weeks last June 
the factory inspectors were turned from 
their routine duties and put upon spe- 
cial work in ferreting out delinquent 
employers. In four weeks time the 
inspectors of the State turned in the 
names of 20,000 employers in manu- 
facturing, mercantile and construction 
enterprises found without proof of com- 
pensation coverage. Hie 

Many of them were arraigned in 
court, and with the publicity given to 
the matter by the metropolitan news- 
papers the results were actually amaz- 
ing. Of the 20,000 employers cited in 
one month a vast majority immediately 
hastened to secure compensation insur- 
ance. A few jail sentences played 
up strongly by the newspapers ac- 
complished more to secure universal 
coverage in a few weeks than the effort 
of the regular inspection force for seV- 
eral years. , 

We have continued this drive month 
by month with the result that approx- 
imately 600 employers are summoned 
each month to the commission’s office 
to show cause why prosecution should 
not start.. Fully five-sixths of this 
number require no further persuasion 
and promptly comply with the provi- 
sions of the law. 
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